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State of the Union 


RECOMMENDATIONS FOR EIGHTY-FIRST CONGRESS 


By HARRY S. TRUMAN, President of the United States 
Delivered to the Congress of the United States, Washington, D. C., January 5, 1949 


R. PRESIDENT, Mr. Speaker, Members of the 
Congress: | am happy to report to this Eighty-first 
Congress that the state of the union is good. Our 

nation is better able than ever before to meet the needs of 
the American people, and to give them their fair chance in 
the pursuit of happiness. This great Republic is foremost 
among the nations of the world in the search for peace. 

During the last sixteen years the American people have 
been creating a society which offers new opportunities for 
every man to enjoy his share of the good things of life. 

In this society we are conservative about the values and 
principles which we cherish; but we are forward-looking in 
protecting those values and principles and in extending their 
benefits. We have rejected the discredited theory that the 
fortunes of the nation should be in the hands of a privileged 
few. We have abandoned the “trickle-down” concept of 
national prosperity. 

Instead, we believe that our economic system should rest 
on a democratic foundation and that wealth should be cre- 
ated for the benefit of all. 

The recent election shows that the people of the United 
States are in favor of this kind of society and want to go on 
improving it. - 

The American people have decided that poverty is just 
as wasteful and just as unnecessary as preventable disease. 
We have pledged our common resources to help one another 
in the hazards and struggles of individual life. We believe 
that no unfair prejudice or artificial distinction should bar 
any citizen of the United States of America from an edu- 
cation, or from good health, or from a job that he is capable 
of performing. 

The attainment of this kind of society demands the best 
efforts of every citizen in every walk of life, and it imposes 
increasing responsibilities on the Government. 


CooPERATION FoR “FULL SPEED” 


The Government must work with industry, labor and the 
farmers in keeping our economy running at full speed. The 


Government must see that every American has a chance to 
obtain his fair share of our increasing abundance. These 
responsibilities go hand in hand. 

We cannot maintain prosperity unless we have a fair dis- 
tribution of opportunity and a widespread consumption of 
the products of our factories and farms. 

Our Government has undertaken to meet these responsi- 
bilities. 

We have made tremendous public investments in high- 
ways, hydro-electric power projects, soil conservation and 
reclamation. We have established a system of social security. 
We have enacted laws protecting the rights and the welfare 
of our working people and the income of our farmers. 

These Federal policies have paid for themselves many 
times over. They have strengthened the material founda- 
tions of our democratic ideals. Without them our present 
prosperity would be impossible. 

Reinforced by these policies, our private enterprise system 
has reached new heights of production. Since the boom year 
of 1929, while our population has increased by only 20 per 
cent, our agricultural production has increased by 45 per 
cent, and our industrial production has increased by 75 per 
cent. We are turning out far more goods and more wealth 
per worker than we have ever done before. 

This progress has confounded the gloomy prophets—at 
home and abroad—who predicted the downfall of Ameri- 
can capitalism. The people of the United States, going 
their own way, confident in their own powers, have achieved 
the greatest prosperity the world has ever seen. 

But, great as our progress has been, we still have a long 
way to go. 

As we look around the country many of our shortcom- 
ings stand out in bold relief. 

We are suffering from excessively high prices. 

Our production is still not large enough to satisfy our 
demands. 

Our minimum wages are far too low. 
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Warns or “Growinc Monopo.ty” 


Small business is losing ground to growing monopoly. 

Our farmers still face an uncertain future. And too 
many of them lack the benefits of our modern civilization. 

Some of our natural resources are still being wasted. 

We are acutely short of electric power, although the 
means for developing such power are abundant. 

Five million families are still living in slums and fire- 
traps. Three million families share their homes with others. 

Our health is far behind the progress of medical science. 
Proper medical care is so expensive that it is out of reach 
of the great majority of our citizens. 

Our schools, in many localities, are utterly inadequate. 

Our democratic ideals are often thwarted by prejudice 
and intolerance. 

Each of these shortcomings is also an opportunity—an 
opportunity for the Congress and the President to work for 
the good of the people. 

Our first great opportunity is to protect our economy 
against the evils of “boom and bust.” 

This objective cannot be attained by Government alone. 
Indeed, the greater part of the task must be performed by 
individual efforts under our system of free enterprise. We 
can keep our present prosperity, and increase it, only if free 
enterprise and free Government work together to that end. 

We cannot afford to float ceaselessly on a post-war boom 
until it collapses. It is not enough merely to prepare to 
weather a recession if it comes. Instead, government and 
business must work together constantly to achieve more and 
more jobs and more and more production—which mean 
more and more prosperity for all the people. 

The business cycle is man-made; and men of good-will, 
working together, can smooth it out. 


PROGRAM FOR BUSINESS 


So far as business is concerned, it should plan for steady, 
vigorous expansion—seeking always to increase its output, 
lower its prices, and avoid the vices of monopoly and re- 
strictions. So long as business does this, it will be contri- 
buting to continued prosperity and it will have the help and 
encouragement of the Government. 

The Employment Act of 1946 pledges the Government 
to use all its resources to promote maximum employment, 
production and purchasing power. This means that the 
Government is firmly committed to protect business and the 
people against the dangers of recession and against the evils 
of inflation. This means that the Government must adapt 
its plans and policies to meet changing circumstances. 

At the present time our prosperity is threatened by infla- 
tionary pressures at a number of critical points in our econ- 
omy. The Government must be in a position to take effec- 
tive action at these danger spots. To that end I recommend 
that the Congress enact legislation for the following pur- 
poses : 

First, to continue the power to control consumer credit 
and enlarge the power to control bank credit. 
Second, to grant authority to regulate speculation on 
the commodity exchanges. 
Third, to continue export control authority and to 
provide adequate machinery for its enforcement. 
Fourth, to continue the priorities and allocation author- 
ity in the field of transportation. 
Fifth, to authorize priorities and allocations for key 
materials in short supply. 
Sixth, to extend and strengthen rent control. 
Seventh, to provide standby authority to impose price 





ceilings for scarce commodities which basically affect es- 
sential industrial production or the cost of living, and to 
limit unjustified wage adjustments which would force a 
break in an established price ceiling. 


Eighth, to authorize an immediate study of the ade- 
quacy of production facilities for materials in critically 
short supply, such as steel; and, if found necessary, to au- 
thorize Government loans for the expansion of production 
facilities to relieve such shortages, and to authorize the 
construction of such facilities directly if action by private 
industry fails to meet our needs. 


Discussion oF Detar, ASKED 


The economic report, which I shall submit to the Con- 
gress shortly, will discuss in detail the economic background 
for these recommendations. 

One of the most important factors in maintaining pros- 
perity is the Government’s fiscal policy. At this time it is 
essential not only that the Federal budget be balanced but 
also that there be a substantial surplus to reduce inflationary 
pressures and to permit a sizeable reduction in the national 
debt, which now stands at $252 billion. 

I recommend, therefore, that the Congress enact new tax 
legislation to bring in an additional $4 billion of Govern- 
ment revenue. This should come principally from additional 
corporate taxes. A portion should come from revised estate 
and gift taxes. Consideration should be given to raising 
personal income tax rates in the middle and upper brackets. 

If we want to keep our economy running to high gear 
we must be sure that every group has the incentive to make 
its full contribution to the national welfare. At present 
the working men and women of the nation are unfairly dis- 
criminated against by a statute that abridges their rights, 
curtails their constructive efforts and hampers our system 
of free collective bargaining. That statute is the Labor- 
Management Relations Act of 1947, sometimes called the 
Taft-Hartley Act. 

That act should be repealed. 

The Wagner Act should be reenacted. However, certain 
improvements, which I recommended to the Congress two 
years ago, are needed. Jurisdictional strikes and unjustifi- 
able secondary boycotts should be prohibited. The use of 
economic force to decide issues arising out of the inter- 
pretation of existing contracts should be prevented. With- 
out endangering our democratic freedoms, means should be 
provided for setting up machinery for preventing strikes in 
vital industries which affect the public interest. 

The Department of Labor should be rebuilt and strength- 
ened, and those units properly belonging within that de- 
partment should be placed in it. 


Asks 75-Cent Mintmum Wace 


The health of our economy and its maintenance at high 
levels further require that the minimum wage fixed by law 
should be raised to at least 75 cents an hour. 

If our free enterprise economy is to be strong and healthy 
we must reinvigorate the forces of competition. We must 
assure small business the freedom and opportunity to grow 
and prosper. To this purpose, we should strengthen our 
anti-trust laws by closing those loopholes that permit mono- 
polistic mergers and consolidations. 

Our national farm program should be improved—not 
only in the interest of the farmers but for the lasting pros- 
perity of the whole nation. Our goals should be abundant 
farm production and parity income for agriculture. Stand- 
ards of living on the farm should be just as good as any- 
where else. 

Farm price supports are an essential part of our program 
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to achieve these ends. Price supports should be used to pre- 
vent farm price declines which are out of line with general 
price levels, to facilitate adjustments in production to con- 
sumer demands, and to promote good land use. Our price 
support legislation must be adapted to these objectives. The 
authority of the Commodity Credit Corporation to provide 
adequate storage space for crops should be restored. 

Our program for farm prosperity should also seek to ex- 
pand the domestic market for agricultural products, partic- 
ularly among low income groups, and to increase and stab- 
ilize foreign markets. 

We should give special attention to extending modern 
conveniences and services to our farms. Rural electrification 
should be pushed forward. And in considering legislation 
relating to housing, education, health and social security, 
special attention should be given to rural problems. 

Our growing population and the expansion of our econ- 
omy depend upon the wise management of our land, water, 
forest and mineral wealth. In our present dynamic economy 
the task of conservation is not to lock up our resources, but 
to develop and improve them. Failure, today, to make the 
investments which are necessary to support our progress in 
the future would be false economy. 


River BAsins DEVELOPMENT 


We must push forward the development of our rivers for 
power, irrigation, navigation and flood control. We should 
apply the lessons of our Tennessee Valley experience to our 
other great river basins. 

I again recommend action be taken by the Congress to 
approve the St. Lawrence Seaway and Power Project. This 
is about the fifth time I’ve recommended it. 

We must adopt a program for the planned use of the 
petroleum reserves under the sea, which are—and must re- 
main—vested in the Federal Government. We must extend 
our programs of soil conservation. We must place our forests 
on a sustained yield basis and encourage the development 
of new sources of vital minerals. 

In all this we must make sure that the benefits of these 
public undertakings are directly available to the people. 
Public power should be carried to consuming areas by public 
transmission lines where necessary to provide electricity at 
the lowest possible rates. Irrigation waters should serve 
family farms and not land speculators. 

The Government has still other opportunities—to help 
raise the standard of living of our citizens. These opportu- 
nities lie in the fields of social security, health, education, 
housing and civil rights. 

The present coverage of the social security laws is alto- 
gether inadequate, and benefit payments are too low. One- 
third of our workers are not covered. Those who receive 
old age and survivors insurance benefits receive an average 
payment of only $25 a month. Many others who cannot 
work because they are physically disabled are left to the 
mercy of charity. 

We should expand our social security program, both as 
to the size of the benefits and extent of coverage, against 
the economic hazards due to unemployment, old age, sick- 
ness, and disability. 

We must spare no effort to raise the general level of 
health in this country. In a nation as rich as ours it is a 
shocking fact that tens of millions lack adequate medical 
care. We are short of doctors, hospitals and nurses. We 
must remedy these shortages. Moreover, we need—and we 
must have without further delay—a system of pre-paid 
medical insurance which will enable every American to afford 
good medical care. 


It is equally shocking that millions of our children are 
not receiving a good education. Millions of them are in 
overcrowded, obsoiete buildings. We are short of teachers, 
because teachers’ salaries are too low to attract new teachers, 
or to hold the ones we have. All these school problems will 
become much more acute as a result of the tremendous in- 
crease in the enrollement in our elementary schools in the 
next few years. 

I cannot repeat too strongly my desire for prompt Federal 
financial aid to the states to help them operate and maintain 
their school systems. 

The Governmental agency which now administers the 
programs of health, education and social security should be 
given full departmental status. 

The housing shortage continues to be acute. As an im- 
mediate step, the Congress should enact the provisions of 
low-rent public housing, slum clearance, farm housing and 
housing research which I have repeatedly recommended. 
The number of low-rent public housing units provided for 
in the legislation should be increased to 1,000,000 units in 
the next seven years. Even this number of units will not 
begin to meet our need for new housing. 

Most of the houses we need will have to be built by 
private enterprise, without public subsidy. By producing 
too few rental units and too large a proportion of high- 
priced houses, the building industry is rapidly pricing itself 
out of the market. Building costs must be lowered. 

The Government is now engaged in a campaign to induce 
all segments of the building industry to concentrate on the 
production of lower priced housing. Additional legislation 
to encourage such housing will be submitted. 

The authority which I have requested to allocate materials 
in short supply and to impose price ceilings on such mater- 
ials, could be used, if found necessary, to channel more 
materials into homes large enough for family life at prices 
which wage earners can afford. 


Presses Civit Ricuts PLan 


The driving force behind our progress is our faith in our 
democratic institutions. That faith is embodied in the promise 
of equal rights and equal opportunities which the founders 
of our republic proclaimed to their countrymen and to the 
whole world. 

The fulfillment of this promise is among the highest 
purposes of Government. The civil rights proposals I made 
to the Eightieth Congress, I now repeat to the Eighty-first 
Congress. They should be enacted in order that the Federal 
Government may assume the leadership and discharge the 
obligations clearly placed upon it by the Constitution. 

I stand squarely behind those proposals. 

Our domestic programs are the foundation of our foreign 
policy. The world today looks to us for leadership because 
we have so largely realized, within our borders, those bene- 
fits of democratic government for which most of the people 
of the world are yearning. 

We are following a foreign policy which is the outward 
expression of the democratic faith we profess. We are doing 
what we can to encourage free states and free peoples 
throughout the world, to aid the suffering and afflicted in 
foreign lands, and to strengthen democratic nations against 
aggression. 

The heart of our foreign policy is peace. We are support- 
ing a world organization to keep peace and a world eco- 
nomic policy to create prosperity for mankind. Our guiding 
star is the principle of international cooperation. To this 
concept we have made a national commitment as profound 
as anything in history. 








Charles de Gaulle 
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Resources AND Honor PLEDGED 


To it we have pledged our resources and our honor. 

Until a system of world security is established upon which 
we can safely rely we cannot escape the burden of creating 
and maintaining armed forces sufficient to deter aggression. 
We have made great progress in the last year in the effective 
organization of our armed forces, but further improvements 
in our national security legislation are necessary. Universal 
training is essential to the security of the United States. 

During the course of this session I shall have occasion 
to ask the Congress to consider several measures in the field 
of foreign policy. At this time, I recommend that we restore 
the Reciprocal Trade Agreements Act to full effectiveness 
and extend it for three years. 

We should also open our doors to displaced persons with- 
out unfair discrimination. 

It should be clear by now to all nations that we are not 
seeking to freeze the status quo. We have no intention of 
preserving the injustices of the past. We welcome the con- 
structive efforts being made by many nations to achieve a 
better life for their citizens. 

In the European Recovery Program, in our Good Neigh- 
bor Policy and in the United Nations, we have begun to 
batter down those national walls which block the economic 
growth and the social advancement of the peoples of the 
world. 

We believe that if we hold resolutely to this course the 
principle of international cooperation will eventually com- 
mand the approval even of those nations which are now 
seeking to weaken or subvert it. 


THE OPENING OF AN ERA 
We stand at the opening of an era which can mean either 
great achievement or terrible catastrophe for ourselves and 
for all mankind. 


The strength of our nation must con’ .wue to be used in 





the interest of all our people rather than a privileged few. 
It must continue to be used unselfishly in the struggle for 
world peace and the betterment of mankind the world over. 

This is the task before us. 

It is not an easy one. It has many complications, and 
there will be strong opposition from selfish interests. 

I hope for cooperation from farmers, from labor, and 
from business. Every segment of our population and every 
individual have a right to expect from our Government a 
fair deal. 

In 1945 when I came down before the Congress for the 
first time on April the sixteenth, I quoted to you King 
Solomon’s prayer, that he wanted wisdom and the ability 
to govern his people as they should be governed. I explained 
to you at that time that the task before me was one of the 
greatest in the history of the world, and that it was neces- 
sary to have the complete cooperation of the Congress and 
the people of the United States. And now we are taking 
a new start at the same situation. It is absolutely essential 
that your President have the complete cooperation of the 
Congress to carry out the great work that must be done to 
keep the peace in this world and to keep this country pros- 
perous. 

And the people of this great country have a right to ex- 
pect that Congress and the President will work in the clos- 
est cooperation with one objective—the welfare of the people 
of this nation as a whole. 

In the months ahead I know that I shall be able to co 
operate with this Congress. 

I am confident that the divine power which has guided 
us to this time of fateful responsibility and glorious oppor- 
tunity will not desert us now. 

With that help from Almighty God which we have humbly 
acknowledged at every turning point in our national life, we 


shall be able to perform the great tasks which He now sets 
before us. 


Rebuilding the Republic 


THE PROBLEMS OF FRANCE 


By GENERAL CHARLES de GAULLE, Leader of the Rally of the French People 
Delivered to Press Conference, Paris, France, November 17, 1948 


after our last meeting, I have failed to observe a certain 

tradition for, as you know, we do not hold these meet- 
ings very often. But since our conference six weeks ago, 
events have crowded in upon us, events of crucial importance. 
In France, strikes have broken out and are still going on. 
The British and Americans have made a decision concerning 
the Ruhr. The first steps have been taken to organize what 
might be called the defense of Europe. Elections for the 
Council of the Republic have been held. 

Moreover, these very important events are related to each 
other. I would like to talk to you about them, as well as 
about any other matters that you may find it useful to 
discuss with me. 

In sum, we have, on the one hand, a very grave general 
situation for France, both within and without, and on the 
other hand, a regime that is obviously cut off from the real 
will and sentiment of the country, and that yet hangs on to 
power and wishes to continue serving as a framework for 
the nation and a basis for the State. 

This is the essential contradiction that must be resolved at 


[: asking you to come here today, exactly six weeks 


all costs, failing which, as I said the other day, and I repeat 
it now, the interests of France being undefended and its 
national unity being every day more gravely jeopardized, 
we shall go down the path to complete collapse. 

The events we are now witnessing have made a powerful 
impression on the nation, and that is one of the reasons 
why the elections for the Council of the Republic—although 
they were by indirect suffrage, that is, by the method which 
is least sensitive to currents of popular feeling—had the 
striking results with which you are all familiar. 

When we recall that it took the Republicans twenty 
years to gain control of the Senate, although they had a 
considerable majority in the country itself; when we recall 
that, before the last war, the Socialist Party which was the 
most numerous in the Chamber of Deputies and in the 
country at large—how times have changed!—had only 25 
seats in the Senate; when we recall that, before the war, 
the Communists who since that time have become separatists, 
and who also had a considerable electoral following, had 
only two Senators; when we realize how hard it is to 
overturn at one blow the results of indirect suffrage in 
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France, then we can appreciate that what has just happened 
in the electoral field really represents an enormous tidal wave. 

In any case, the Rally of the French People considers 
that these results in no way imply that it should now call a 
halt to its forward movement and establish itself within the 
regime. No! This regime cannot solve anything. We do 
not plan to become a part of it. Naturally, we shall accept 
the positions we have won. We shall take advantage of them 
to advance further. We are on the march and we are only 
pitching camp at a halting-place. We shall not cease to 
defend principles that we consider essential for the life of 
the country, simply because some of our members are offered 
portfolios or presidencies (of assemblies, councils, commis- 
sions, etc.). Furthermore, those who accepted them would 
no longer be considered our members. 

Having said this, I am at your disposal and am ready to 
answer whatever questions you wish to ask me. 


Tue Futrure GerMAN GOVERNMENT AND ITS 
IMPLICATIONS FOR FRANCE 


Q.—What do you think of the Anglo-American policy 
with regard to Germany, and its possible consequences for 
l'rance? 

A.—You will remember, we spoke of this serious matter 
at our last press conference. I said to you then: In the last 
analysis, the British and Americans wish to remake the 
Reich. They wish to remake a German Reich; it would be 
absurd to deny this. We need only read the text of the 
communiqué known as the London Agreement to see this 
perfectly clearly, for, from the moment when, as in the terms 
of this agreement, it was stated that German unity was the 
end to be achieved, from the moment when the Minister 
Presidents of the Western German States were invited to 
meet in order to organize a Constituent Assembly, and 
one Assembly alone, from that moment on, the Reich was 
virtual! » reconstituted. 

For their part, the Russians want the Reich to be recon- 
stituted because their public position is that the occupation 
of Germany must come to an end—they speak of withdraw- 
ing in a year—and that there must once more be a unified 
(german government. 

Thus they are remaking the Reich. What may be the 
consequences of this decision? 

The Reich is an economic, moral and political whole with 
which we are quite familiar; it is, in the very nature of 
things, impelled by a very great dynamism that has at its 
disposal very great material power, and that consequently 
inspires and sustains overweening ambitions. The whole 
question is: in what direction will this Reich turn, but one 
thing is certain, its development will not be toward tran- 
quillity, toward moderation. It cannot develop along that 
line. It will take the path of movement and probably, as 
always in times gone by, the path of adventure. 

In the present state of the world, is it a wise policy to 
build with one’s own hands an instrument equipped, from 
the moral and material point of view, for a great undertak- 
ing, a great adventure and the achievement of a grandiose 
ambition? I ask this question while there is still time to 
answer it. 

I know very well that the Anglo-Saxons flatter themselves 
that this Reich will become an instrument that can be used 
against the Soviet Union. Perhaps. But perhaps not. It is 
dangerous to predict at this time in what direction a Reich 
of this sort will turn. However, | do know that Bismarck, 
who first built it, considered that a consistent understanding 
with Russia was a cornerstone of his policy. I also know 
that, in the days of William II, a party which was not the 


leading one, it is true, but which was nonetheless very influ- 
ential, the party of von Tirpitz and others, declared: “Our 
future is on the sea; we absolutely must work with Russia, 
no matter what her regime, in order to march upon the 
West.” 

I also know that when Hitler wished to crush us, he had 
no difficulty in coming to terms with the Kremlin. When 
one is a conqueror, one is not very much concerned with 
questions relating to the regime of other countries, and I 
am sure that this is true in Moscow as it was true yesterday 
in Berlin. 

In what direction will this Reich that you will have re- 
made with your own hands, turn? And moreover, why 
remake it? There was another, there still is another solu- 
tion, a French solution, a truly European solution to the 
German question. What should have been done, what still 
can be done is to orient Germany, after all the misfortunes 
she has experienced, toward moderation, toward cooperation. 
In this orientation she would have found her real role and 
her real greatness. This could have been done, and it still 
can be done. 

It can be done not by giving Germany the form and the 
spirit of a Reich, but by encouraging her once more to 
assume her traditional form of a Federation of States which 
could take their place in a European Union, of which 
France would be a member, without frightening anyone; 
for do not think for one moment that, if the Reich re- 
appears upon the European stage with her old power and 
ambitions, France, no matter what her regime, could, with- 
out any reservations, become a part of a European Union 
which would necessarily constitute itself around this Reich. 
And if some day this Reich were to come to terms with the 
Russian power, be it Soviet or otherwise, do not imagine 
that a man will again be found to play the role | played 
on June 18th. 


THE RUHR AND THE MERGER OF THE THREE 
WESTERN ZONES 


I say to you, and I have weighed my words: the decision 
that Britain and the United States have just made is ex- 
tremely serious. I do not know whether all those who took 
it realized the gravity and significance of what they were 
doing, for Europe is a very difficult and very complicated 
affair. It is not easy to understand Europe when one comes 
from far away, for a breif period, and when one examines 
questions at Frankfort, where one is surrounded by all sorts 
of people from every European country, and even by self- 
seekers and simpletons. 

I have weighed my words, believe me, and I tell you that 
what has just been done with regard to the Ruhr is, no 
matter what has happened before it, the gravest decision 
made in the whole twentieth century. 

As far as France is concerned, it is terribly evident that 
her regime is not defending her. Indeed, it is quite possible 
that other people have taken advantage of this to attain 
certain ends while there was yet time. France’s govern- 
ment is not defending her. The government that signed the 
London Agreement has no right to complain now: the 
question of the Ruhr was in the bag then; all they had to 
do was to read the text of the Agreement. Now they can 
go and weep in the grove at Rethondes (where the Armistice 
of 1940 was signed). But this will not exonerate them from 
guilt. To defend France, one needs backbone. 

People may say to me: But what solution could France 
have insisted upon? First of all, one does not necessarily 
subscribe to a bad solution because one cannot oneself 
impose a solution. Furthermore, we have trumps in our 
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hands. It was I who took these trumps. They are called 
the Saar, the Palatinate, the Left Bank of the Rhine, Baden 
and part of Wurttemberg. 

I took them. I will even go so far as to say that it was 
in order to make sure that we held them that I occupied 
Stuttgart in the very midst of the battle, and consented to 
give it up only when I was assured that we would be given 
the right to take our place along the Rhine, where we were 
not yet installed. 

France has these trumps in her hand. It is up to her to 
use them, if she will. Why should we agree to merge the 
French zone with the others? 

People also say to me: Then the Marshall Plan will be 
jeopardized. 

Perhaps! We lived for centuries without the Marshall 
Plan. Naturally, I do not oppose its implementation. | 
acclaimed it when it was offered to us, and I believe that it 
can be enormously useful to Europe and for France, but 
only on one condition: that it does not lead us to sacrifice 
the whole future of the country and of Europe for momen- 
tary advantages. 

I think I have answered the question on Germany in the 
clearest and most unequivocal manner possible. 


GENERAL DE GAULLE’S POSITION ON FRENCH 
INTERNAL PROBLEMS 


Q.—The RPF has been called Fascist and totalitarian. 
What are your ideas, what is your exact position on this 
question ? 

A.—I am aware that certain persons are spreading cal- 
umnies and insults concerning the French people who are 
rallying to defend their most sacred interests and achieve 
aims that are essential for the public welfare. We look upon 
these calumnies with contempt. 

Do you realize that the people who constitute what is 
called the Third Force maintain that they are the Left and 
that the RPF is the Right? What nonsense! It has always 
been considered that the Left represented movement and the 
Right immobility. 1 would like to know who, today, repre- 
sents immobility? Surely a group like the Third Force, 
that is a veritable cooperative for self-preservation, cannot 
pretend to be the Left. One can’t have everything! People 
who are members of such a cooperative for self-preservation 
and live by their wits cannot say that they are the Left. Peo- 
ple who maintain a regime based upon the cooperation of 
various groups and refuse to budge, people who are so 
terrified by the idea of universal suffrage that they call it a 
“source of agitation,” cannot say that they are the Left. 
In reality, this expression means nothing. There is no longer 
a Left or a Right. There are people who are on a high 
level and wish to keep their eyes upon large horizons, because 
they have a very heavy, very difficult and long-range task 
to accomplish. And there are people who live on a low level 
and grovel about in the swamps. As a matter of fact, this 
is beginning to take symbolic form in the new Council of the 
Republic: the members of the Rally sit on the higher benches, 
the others lower down. This is very natural. 

Q.—Do you hope to attain power by legal means? 

A.—lIt seems that today one is considered a seditious 
character if one demands that the nation be consulted by 
the ballot. You can read that in every inspired organ. The 
fact that one demands that the country be consulted, is 
considered dangerous for the Republic. To put it briefly, the 
Republic is being defended against universal suffrage. I, 
on the contrary, maintain that the Republic must be based 
upon universal suffrage. That is all! 

Q.—Certain American agencies, no doubt ill-informed, 
seem to fear that the conception of an association between 






captial and labor which you have defended may be embodied 
in a form of Fascist corporatism. Could you clear up this 
question ? 

A.—We must rebuild our country. We will not be able 
to rebuild it unless we tremendously increase our production. 
We will not be able to achieve this production in France 
unless we realize the necessary human preconditions, unless 
we especially see to it that the workers of France are raised 
to a material and moral position such that they can associate 
themselves effectively and sincerely with the economic task 
in which they play such an important part. 

Actually, what does separatism offer them? Servitude and 
foreign domination. I agree that this is one solution. In 
my view, it is an execrable one, but it is one. 

And I often ask myself, what do the trade unions other 
than those dominated by the separatists offer to the workers? 
They offer a few vague wrangles on prices and wages, which 
result in absolutely nothing. And do these trade unions at 
least create among the workers an atmosphere that would 
encourage them to participate voluntarily, with all their 
hearts, in the French production effort? Certainly not. 

For their part, what do the old bosses offer to the workers? 
The old system. Really, none of these solutions is acceptable. 

We need a new social and economic system in which all 
the workers find it directly to their interest to participate, 
to their interest both morally and materially. That is what 
we hope to achieve by association. We advocate the creation 
of a new type of company, in which the workers—or at 
least those of them who are skilled, who make a personal 
contribution to the enterprise—will be shareholders on the 
same footing as capital, the administration and the technical 
staff. The workers will constitute companies together with 
these other elements, and will share with them the profits 
and risks of the enterprise. That is what we want to do. 

Moreover, in our factory units, we have already rallied a 
large part of the working-class to this point of view. ‘This 
is the essential task which we shall continue. It is upon this 
that we shall concentrate this winter. 

I can also tell you tha’ we shall successively form new 
unions animated by this rew spirit. We shall soon see 
where the workers of Frence will turn when they are offered 
something other than sev.: ude to a foreign power or the 
twaddle of trade-union bureaucrats who no longer have any- 
thing constructive to contribute to the social and economic 
problems of the times in which we now live. Is this Fascism 
or corporatism? I do not believe so. But I cannot prevent 
some people from distorting the sense of words. 

Q.—Why is the RPF not presenting a candidate for the 
Presidency of the Council of the Republic? 

A.—We are not people who care very much about that. 
Moreover, I am not at all sure that it will not be a Coun- 
cillor elected on the RPF ticket who will be chosen as Presi- 
dent of the Council of the Republic. However, I must con- 
fess that my heart is not in this matter, and | think that all 
real adherents of the Rally have the same attitude. 

Q.—Will you please discuss your ideas on what you think 
should eventually be done with regard to the press? 

A.—What do you mean by that? 

Q.—It has been rumored that, under certain circum- 
stances, it was your intention to suppress certain newspapers 
and to ban others. 

A.—I do not understand too well what you mean. At 
present, it is very widely alleged in France that proof exists 
that the separatists’ organization is directly subject to orders 
from an outside source. I feel that such things should be 
taken very seriously. There are only two alternatives: either 
these allegations have not been proved, and in that case 
people must not lie and say that they have been; or they 
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have been proved, and in that case how can it be tolerated 
that in a so-called “National” Assembly one-third or almost 
one-third of the deputies are members of that organization, 
and that they contribute to making our laws? How can it 
be that we live under the Constitution they wanted? How 
can it be that we have at the head of the State a man whom 
they elected ? 

We must be serious about this. If the accusation in ques- 
tion is true, we cannot allow them freely to advance slogans 
that are contrary to national unity and to the most sacred 
interests of the nation with regard to foreign countries. But, 
of course, the charges must be proved. We are not sure 
that yesterday we were given really certain proof. In any 
case, we are in a dilemma that we absolutely must solve. 


TRIBUTE TO CHIANG-KAI-SHEK 


Q.—-1 would like to know what you think of the present 
situation in China? 

A.—Like everyone else, I think that the present situation 
in China is extremely serious. It is obvious that the Chinese 
Communist Party, whose links with Soviet Russia are well- 
known, is making substantial advances. The great hope that 
we once had of a China at last freed of civil war, after the 
victory won at our side, of a China that could organize itself 
democratically and peacefully, that hope is fading. How- 
ever, I, for one, do not consider it lost. Upon this occasion 
I wish publicly to pay tribute to a man who, in the midst of 
enormous difficulties—which no one in the world, perhaps, 
understands as well as I do—in the midst of difficulties that 
result from the position of his own country, from the men 
at his disposal, and from foreign intrigues, still continues to 
push the stone of Sisyphus and who, I hope both for China’s 
sake and the world’s will not falter in his task. I wish to 
pay tribute to Marshal Chiang-Kai-shek. 


FRANCE AND ITALY 


Q.—What is your view of the future of Franco-Italian 
relations, especially the utilization of Italian manpower in 
the territories of the French Empire? 

A.—For a long time now, whenever I was able to exert 
any influence with regard to this question, I have stated that 
1 was favorable to the closest possible collaboration between 
France and Italy, especially in economic matters. I see no 
reason why the Italians should not play their part in the 
development of the Overseas Territories, especially in Africa. 
During the war, I had an opportunity to see with my own 
eyes, especially in Tripolitania and Eritrea, what had been 
accomplished by the Italians, and I do not believe that we 
have the right to reject their cooperation, especially in 
Africa. I do not know what decision will finally be made 
with regard to the old Italian colonies but, for my part, | 
have always held that, in general and on condition that the 
necessary adjustments were made, these colonies should be 
restored to Italy. ‘The difficulties that now seem to be in 
the way of a settlement of this question are not of my 
making, nor will any future ones be of my making. 1 would 
like to see the Italians return to Tripolitania and even, from 
the economic point of view, to Cyrenaica, and certainly to 
Eritrea and Somaliland, also, under a suitable regime, of 
course, a regime that respected the freedom, the customs 
and the traditions of the African populations. 


INDOCHINA 


Q.—What policy do you advocate in Indochina? 

A.—At the present time, things are dragging on, and it 
seems as if nothing had been solved. A solution was tried, 
but it appears that this solution did not yield the hoped-for 


results. I believe that the best attitude for France in Indo- 
china is not to rush things. We must know how to take our 
time. We must hold out, find the means of holding out, if 
necessary, increase these means. Why should we be the 
ones to hurry? One day or another the solution which must 
prevail, will prevail. This is the French solution, the solu- 
tion which, as far back as March 1945, I myself advocated 
and defined to the first High Commissioner we sent to 
Indochina as the basis of his policy. It was to negotiate, 
when the opportunity arose, with every really representative 
element in Indochina, provided that there was no question 
of treating with the enemies of France. We must some day 
arrive at an organization within which the Indochinese 
Federation could be constituted, the various Indochinese 
states being free and independent within the framework of 
this Federation, which would be a part of the French Union. 
This would mean giving to France responsibility for the 
defense of Indochinese territory, for Indochinese foreign 
policy and general economic conditions. Perhaps some day 
we will find representative elements who will make it pos- 
sible to settle all this. I use the word ‘“‘settle” advisedly. 
For the moment, it seems that things are still uncertain. 


‘THE ORGANIZATION OF EUROPEAN ECONOMY 
AND EUROPEAN DEFENSE 


Q.—Do you think that the European Organization for 
Economic Cooperation, on the one hand, and the Economic 
Cooperation Administration, on the other, are so consti- 
tuted as to facilitate the distribution of Marshall Plan 
assistance and the organization of the European economy in 
the best possible manner? 

A.—I shall not criticize the organization of which you 
speak because an administrative organization can do only 
what conditions permit it to do, and it is very evident that 
the general conditions prevailing in Europe today make it 
difficult to organize either economic cooperation among the 
European nations or common defense. It is extremely diffi- 
cult to bring together in effective cooperation States whose 
geographical situation and external interests are as different, 
for example, as those of France and Great Britain. Never- 
theless, we must do this. 

From the economic point of view, the distribution of 
Marshall Plan assistance seems to me to be functioning in 
a normal manner. But as far as the organization of real 
economic cooperation among the various European States, 
| must confess that I do not see very great progress. What 
is now taking place in all these States with regard to pro- 
duction, distribution, currency and trade with each other, 
seems to me extremely empirical and not yet organized. As 
for defense, I see a sort of organization taking shape of 
which the name is not quite clear and which does not seem 
to me to be a good one. 

I spoke to you about this six weeks ago. I repeat, I do 
not believe that it is a good solution to make England the 
center of the European defense system. I would like to adc 
that, from the point of view of France, the organization 
toward which the Powers now seem to be oriented i. 
basically unacceptable. 

It is inadmissible that French national defense, direction 
of the French military effort, should be ensured by anyone 
other than a Frenchman. That would be intolerable. As 
soon as the defense of our territory, the defense of Europe 
are at stake, and this is essentially the first question under 
consideration, only Frenchmen can be responsible. What is 
now being done in a very disturbing atmosphere of mystery, 
seems to me very disturbing. Or else, it is a joke, like all 
the rest. If that is the case, it would be better to say so. 
And then, what is the sense of having a French commander 
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who would be in charge, supposedly, of the land armies, 
but would not have at his disposal any air force, not even 
French air forces, for this is what seems to have been 
decided upon. 

I fear that upon this score, as upon that of which we spoke 
a few moments ago, certain people are in a hurry to do 
some really regrettable things, things that France, once she 
reappears upon the world stage with a regime which really 
represents her, will not recognize as valid. 

In effect, what type of organization should be planned in 
case of war. There would be three theaters of operations: 
Europe and North Africa, the Middle East and East Africa, 
and the Far East. At the outbreak of war, it would be 
quite normal to give France the command in the first theater 
of operations, since she would be the country most directly 
and immediately concerned and since, whatever is some- 
times said, she would be the one who, at the outset, would 
furnish the largest forces. 

It is normal that Britain should have command of the 
second theater of operations, and the United States that of 
the Far Eastern theater. Finally, it would be advisable that, 
over all this, there should be a committee of Chiefs of State, 
and no one else, who would plot the general strategy of the 
free world, with, to assist them, an inter-Allied General 
Staff and certain reserve forces at their disposal. That is 
the type of organization to envisage for the initial period 
of a possible war. 

Q.—Do you think that Spain ought to be excluded from 
the defense of Western Europe? 

A.—If I were to say that, I would be saying something 
absurd, because if war did break out there would, unfortun- 
ately, be no way of excluding Spain. 

Q.—How do you expect to reconcile the needs of national 
defense with our available budgetary resources? 

A.—I don’t understand what you are trying to say. We 
spend a great deal of money for national defense. I do not 
say that we spend too much for it, but that we spend a 
great deal. The whole question is to decide whether we are 
getting our money’s worth. For my part, I am not sure we 
are. If you want to say that under a proper system, and 
considering the problem of national defense by itself, France 
might get more materially and morally, in return for the 
same expenditure, I believe this is true, and I want her to 
have more. 


THe Next STEP FOR THE RPF 


Q.—After the recent elections, what will the RPF policy 
be? Do you intend to propose the dissolution of the 
Assembly, or only to wait until it becomes inevitable? 

A.—We have no other resource, if we are to escape from 
the frightful state of stagnation in which we find ourselves, 
than to consult the country, to let it speak. What we want 
is that the nation be allowed to express itself. We shall do 
everything,—everything in our power, naturally,—to bring 
that about. 

This, people say, is “obstructionism.”” Obstructing what? 
A Government that is no good? It is not obstructionism to 
oppose something worthless and harmful. Moreover, with 
regard to this so-called obstructionism, | regret to say that 
the Government possesses the necessary means to prevent it. 
It only needs to form a Government which includes 311 
members of the National Assembly. Then there would be 
no way of bringing about the dissolution of the Assembly. 


Tue Erection or Mr. TRuMAN 


Q.—It has been said and written that you set great hopes 
on Dewey being elected President of the United States. May 
I ask what you think of the election of Mr. Truman? 









A.—Whenever the newspapers and the radio—that is, the 
majority of the newspapers and the entire radio, whose con- 
spiracy at the tisae of the elections for the Council of the 
Republic was quite clear—whenever these newspapers and 
the radio invent news concerning the attitude of General de 
Gaulle, you can be sure that it is tendentious or false. I 
tell you this once and for all. 

Never have I taken any stand with regard to the election 
of the President of the American Republic, for a good and 
simple reason, which is that never—and I call you all to 
witness—have I taken any stand with regard to the internal 
affairs of any foreign country whatsoever. This has been 
true for the past eight and one half years. 

I did not, then, take any position regarding the election 
of Mr. Truman or Mr. Dewey. When I was Chief of 
State, I had the pleasure of knowing both Mr. Truman and 
Mr. Dewey. I held them both in esteem and I consider 
them both as leading Americans. Their domestic policy is 
not my business. As for their foreign policy, I note that it is 
the same, and that men belonging to their respective parties 
are associated in the conduct of American foreign policy. I 
have no reason, then, to complain about the election of one 
any more than of the other. 


Tue Conriicr tN PALESTINE 


Q.—What, in your opinion, should be the basis for a 
settlement of the conflict between the Jews and Arabs in 
Palestine? 

A.—I believe that the basis of this settlement is now 
being decided by force of arms. It seems to me that it will 
henceforth be very difficult to refuse to allow Israel to keep 
the Negeb and Galilee which it has taken. I would be very 
surprised if, in the end, Jerusalem were not included in the 
Israeli state, on condition that an international regime be 
established there to protect the rights of Christendom. 

The rest is a matter of chance, opportunity, and frontier 
questions, which it should be quite possible to settle in the 
present atmosphere of general indifference. I remember that 
in 1945, there were movements antagonistic to France in 
Syria and Lebanon, and you know how a certain British 
policy made use of them! In December 1945, my Govern- 
ment in order to put an end to this situation, signed a treaty 
with the British Government whereby it was agreed that 
France should leave certain military elements in Lebanon. 
Britain maintains similar forces, as you know, at the Suez 
Canal, in Iraq and several other places, notably in Trans- 
Jordan, through third persons. 

After my departure, I don’t know why, all our forces 
left the Middle East; I am speaking of the French, not the 
British. Moreover, no one ever asked why, either in the 
Parliament or in the press, which is really astonishing. It is 
quite possible that, some day, our friends in Lebanon will 
feel rather sorry there no longer is a French force in their 
country. One never knows. 


Tue Berwin Crisis 


Q.—What do you think of the situation in Berlin? 

A.—I defined my position on this at our last conference. 
I said then that I consider it deplorable that the free nations 
should feel so unsure of themselves that they acquiesce in a 
state of affairs which prevents them from running their trains 
or cars through to Berlin. As for the airlift, we do not 
know whether that will be able to continue. 

The last time we saw each other there was talk of laying 
the Berlin question before the United Nations. I told you 
then that this would mean getting lost in a maze of pro- 
cedure. And, indeed, it is just that. The free nations must 
organize. 
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THe Armistice Day INCIDENTS 


Q.—Would it be indiscreet to ask what you think of the 
initiative and responsibility taken by the Government, the 
Ministry of the Interior and the police at the time of the 
November 11th incidents? 

A.—I don’t know what responsibility was taken by what 
you call the Ministry of the Interior. As for the police, 
according to what I have heard—for I was not in Paris 
myself on November Ilth (I never appear in Paris on 
national holidays)—they cleared the Avenue of the Champs 
Elysées rather roughly. 

I cannot blame the police for having cleared the Champs 
Elysees if it was obstructed. That is all I can say, I think 
it was a little exaggerated to resort to arms, which should 
have been avoided, if possible. But I repeat, I was not there. 
I notice, however, that as time goes on, there is a growing 
‘tendency to start shooting in all directions. 

In this connection, I wish to direct your attention to the 
fact that at the time of the Grenoble incidents which we 
discussed six weeks ago, and during which one person was 
unfortunately killed, it was asked who were the instigators 
of the riot. I want to point out that since that time, more 
than two months ago, no charges have as yet been preferred 
against anyone, although one person was killed, several were 
wounded and shots were fired. I add this rather strange fact 
to those I emphasized the other day. 

Q.—Do you -believe that it is necessary, for France’s 
recovery, to outlaw the Communist Party? 

A.—Outlaw the Communist Party? In the first place, 
I don’t think that the dissolution of one party is sufficient 
to ensure France’s recovery. What I do say is, that if it be 
proved that any persons in France, whatever they call them- 
selves are working for a foreign power and one which 
threatens us, every possible means without exception must be 
employed to prevent them from doing so. 


A Broap REGROUPING Is PossIBLE 


I hope I have, once again, satisfied your curiosity. I 
apologize for taking advantage of whatever impartiality still 
exists in the press, in spite of the conditions imposed—and 
I know how difficult they are—in order to direct the atten- 
tion of the public to matters of very great gravity. 

The French people who are rallying, find themselves con- 
fronted not only by the separatists, but by a sort of coalition 
which, although it no longer has much following in the 
country, intends to maintain itself in power. And, in order 
to do so, this coalition has gathered together all kinds of 
elements that it is astonishing to find together, and who yet 
participate in it. I think that France must be set on her 
feet again and, first of all, by allowing her to speak. I am 
sure that for this great and decisive consultation, the bases 
can be found for an extremely broad regrouping of all those 
Frenchmen who put France first and wish to achieve together 
the objectives regarding which everyone is fundamentally 
agreed. It is about these that France will speak. 

Thus, once the Government has received from the nation 
a clearly defined mission and mandate, it will be possible to 
establish an authority capable of dealing with the terrible 
problems before us. As for me and the Rally of the French 
People, we are quite ready to help a grouping of this kind, 
provided that it leads, without unwarranted delays, to an 
honest consultation of the country and the rebuilding of the 
Republic. That is the French problem. 

Fundamentally, there have never been any others. Observ- 
ing the spread of this idea in the depths of the country—for 
to do something great, one must be close to the heart of the 
country—I perceive a way out of our difficulties. I am 
convinced that France will bring about her own recovery on 
the basis of her own potentialities. 

I thank you for your kind attention. 


Governments Peace Efforts 


PRESIDENT KAI-SHEK’S NEW YEAR MESSAGE 
By SUN FO, Premier of China 
Broadcast over the Central Broadcasting Station, Nanking, China, January 1, 1949 


Y Fellow Countrymen: The year 1948 with all its 
M turbulence has passed. As I speak to you, we stand 

on the threshold of a new year, and our thoughts, 
as always, turn to hopes for peace and stability. The Presi- 
dent, in his New Year's message* issued today, likewise 
reafirmed his own determination as well. This message, I 
am sure, will not only cheer the hearts of the Chinese people 
but also will be welcomed by our friends throughout the 
world. 


Wuy Previous Peace \lovEMENT FAILED 


You will recall that, shortly after V-J Day, a political 
consultative conference was called, which was attended by 
representatives of all political parties and leading inde- 
pendents. Ihe Government decided to call this conference 
because it was generally realized that the country and the 
people needed recuperation and peace so that rehabilitation 
work could be started. After three weeks of concerted 
efforts, and thanks to the good offices of General George 
Marshall as President Truman’s special envoy to China, a 


* President Kai-shek’s message follows this speech. 


program for the settlement of all disputes was worked out. 

Had these measures been carried out at that time, ail of 
us would have seen more prosperity and happiness in our 
midst. Unfortunately, al! the parties concerned could not 
completely abandon their own selfish ends, and the people 
in general did not exert sufficient influence in promoting 
this peace movement. As a result, the war broke out again. 
In the past three years, our fellow countrymen have suffered 
incalculable losses in life and property. The hopes that we 
cherished on the day of victory after eight long years of war 
became shattered. 

Now our President has reiterated his determination to win 
peace. It was indicated that, if peace could be achieved, the 
question as to whether he should continue to retain his pres- 
ent position could be settled by the wishes of the people. The 
President’s statement has given the fullest expression to 
his candor and greatness. Personally, I have never shirked 
from any effort for peace and stability. Now, as President 
of the Executive Yuan, I shall devote my highest effort to 
bring about peace for the welfare of the people. But peace 
cannot be achieved easily by the effort of a few persons. The 
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attainment of this common aim depends upon the united 
exertion of all of you. 


ARMED Forces To.ip To Be on GUARD 


First of all, our officers and men at the front must con- 
tinue to stand by their posts and perform their duties with 
courage and determination. They must not be distracted by 
the fact that the Government has made known its desire for 
peace. At this juncture, in the present battles of Hsuchow- 
Pengpu, Taiyuan, and Peiping-Tientsin, members of our 
armed forces have already turned the tide of the campaign 
by making supreme sacrifices, which have won the acclaim 
of the nation. At this time when the Government is reaffirm- 
ing its desire for peace, the officers and men must redouble 
their efforts in order to win peace. 

Secondly, peace is not a one-sided affair. It can be 
achieved only when the two parties at conflict are both 
sincerely inclined to it and are equally determined to see it 
come to pass. Now that the Government has declared its 
desire for peace, it is my hope that the people of the entire 
nation, seeing that this is an issue of vital concern to the 
future welfare of every citizen, will give their organized 
support to the peace effort so that the Communists may 
realize what the people of the country desire and end their 
military action in the interest of their own countrymen. 





They should urge the Communists also to contribute to the 
peace effort and to endorse a national policy based upon the 
principles of constitutional democracy and the people's desire 
for a free way of living. 


To Ensure Security For LIVELIHOOD 


My fellow countrymen, during the eight years of War of 
Resistance, you already had contributed your utmost and 
made great sacrifices for the nation. But your suffering did 
not end with the termination of the war. My colleagues in 
the Government and I are fully aware of the continued 
sufferings of the people, aggravated by conscription, food 
requisition, and the mounting inflation. The Government is 
now determined to adopt and to enforce reforms in con- 
scription methods and food requisition in order to ensure the 
greatest benefit for the nation’s farming populace. The Gov- 
ernment is also carefully considering practical means of 
stabilizing price levels, thereby ensuring at least a minimum 
degree of security for the people’s livelihood. 

The Government will not lose time in doing everything 
possible to alleviate the sufferings of the people and to pro- 
mote their welfare. With your support and your cooperation, 
I hope that the Government will be able to achieve what I 
have said in this message. I wish all of you a happy New 
Year. 


President Chiang Kai-shek’s 
Message to the People of China 


Y fellow countrymen: On this 38th anniversary of 
M founding of the Republic of China and the first 
anniversary after the introduction of Constitutional 
Government, I observe with great regret that our national 
reconstruction efforts have come to a state of suspension and 
the Three People’s Principles still remain to be achieved. 
Since the end of the war against Japan, the main object 
of the Government has been to lay down a firm foundation 
for peace and reconstruction so as to alleviate the sufferings 
of the people. The task which the Government considered 
as of great importance was to recover the Northeast, thereby 
preserving China’s national sovereignty and _ territorial 
integrity. But unfortunately we have not been able to do 
this. On the other hand, Tsinan was lost to the Communists 
and Chinchow, Changchun, and Mukden fell into their 
hands in succession. The Mukden tragedy of 1931 has 
repeated itself. Commercial and industrial cities as well as 
cultural centers in North and East China are now being 
menaced by the Communists. During this national crisis I 
cannot but blame myself for my inadequate leadership. I 
am sorry that I have not lived up to the high expectation 
of my people. 


STRUGGLE TO DETERMINE CHINA’s FUTURE 


The military situation has entered upon an exceedingly 
perilous stage. The fate of the nation as well as that of the 
historical and cultural continuity of our people will soon be 
decided. The issue of this struggle will determine whether 
the Chinese people will continue to live as free men and 
women or as slaves, and whether they will live at all or 
perish. Everyone is concerned over the policy which the 
Government pursued in dealing with the situation. We are 
convinced that all patriotic citizens will not tolerate the 


Communist method of “liquidation” and “struggle” and that 
they are not willing to abandon their liberty and to remain 
inactive at this critical moment. But we are also fully aware 
that military operations have increased the people’s burden 
and that they hope for an early conclusion of the war. Hav- 
ing shouldered the responsibility of national affairs, I have 
carefully studied the situation and have been giving careful 
consideration to the wishes of the people. 

The Father of our Republic once said: “The aim of 
national reconstruction of the Republic of China is peace.” 
Being a strong believer in the Three People’s Principles and 
abiding by Dr. Sun’s bequeathed teachings, I did not have 
any intention to fight the Communists at the end of the war. 
Immediately after V-J Day, the Government declared its 
principles for peace and reconstruction. Later it went one 
step further by seeking to solve the Communist question by 
means of political consultation. In one and a half years that 
elapsed, the Communists disregarded every agreement and 
obstructed every peace effort that was made. As a result, 
these agreements and the programs which were agreed upon 
were not implemented. In the end, the Communists started 
an all-out rebellion, thereby endangering the very existence 
of the nation. Unwillingly, the Government was forced to 
order a general mobilization and to proceed with the anti- 
Communist campaign. I am sure that these historical facts 
are still vivid in your minds. 

Communism has already had a history of 25 years in 
China. In this period I have never for a moment given up 
the hope that the Communists would place the national 
interests above that of their own, would follow the regular 
courses as befitting a political party, and would join hands 
with the Government in finding ways to work for peace and 
national existence. 
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Such was the purpose of the political consultation which 
took place shortly after the war, and such remains the 
objective of the Communist-Suppression Campaign. The key 
to the problem of peace or war and to the happiness or 
suffering of the people is not in the hands of the Government, 
nor can the problem be solved by popular appeal for peace 
to the Government alone. The problem can be decided only 
by the Communists. So the sincerity of the Communists for 
peace must be ascertained before the problem can be solved. 
if the Communists are sincerely desirous of peace, and clearly 
give such indication, the Government will be only too glad 
to discuss with them the means to end the war. If a 
negotiated peace is not detrimental to the national independ- 
ence and sovereignty, but will contribute to the welfare of 
the people, if the Constitution is not violated and Constitu- 
tionalism is preserved, the democratic form of government is 
maintained, the entity of the armed forces is safeguarded, 
and if the people’s free mode of living and their minimum 
living standard is protected, then I shall be satisfied. In 
my devotion to the cause of the National Revolution, I 
have known nothing except loyalty to the nation, service 
to the people and the realization of the Three People’s Prin- 
ciples, thereby fulfilling my sacred duties as a Revolutionist. 
[f peace can be secured, I am not at all concerned about my 
own position. In this I will follow only the consensus of 
the people. 


CoNnFIDENT OF GOVERNMENT'S FINAL VICTORY 


If, on the other hand, the Communists are not sincerely 
desirous of peace and will insist on continuing their armed 
rebellion, the Government, with no other alternative, will 
fight them to the finish. As the political nerve center of the 
country, the Nanking-Shanghai area will be held at all costs, 
and the Government is determined to throw in all available 


forces for a decisive victory. I firmly believe that the Gov- 
ernment will win out in the end, and it will also mark the 
turning point of the war. 

The people of the nation should realize that only by 
carrying on this war of self-defense can a real peace be 
secured ; and only by making sacrifices can a glorious victory 
be won. It has been almost 40 years since I joined the 
National Revolution. In every major and prolonged battle, 
I have suffered many setbacks and have been subjected to 
vicious propaganda. No matter how serious is the reverse, 
I have never lost confidence in the final victory. And as a 
rule, victory was obtained in the end. National spirit, 
justice and righteousness, such as they are generally recog- 
nized, constitute our mainstay in this fight. The brutal force 
of the Communists can wrest from us the Northeast, but it 
can never subdue our national spirit. The Communists can 
penetrate into our heartland, but they can never soil our 
national character. Righteousness is the strength for victory, 
and right will always triumph over might. We of this gen- 
eration have seen the greatest cataclysm in our history; we 
have also on our shoulders a mission unprecedented in our 
history. We can, we must, endure temporary afflictions and 
sacrifices and struggle for the existence of the nation, the 
continuity of our history and culture, our free way of living, 
and the prosperity of our offspring. 

My countrymen, at this time of national crisis, I feel all 
the more keenly the weightiness of my responsibilities and 
the difficulties in fulfilling my mission. It is my hope that 
all patriotic countrymen will advise me and join hands in the 
fight for the sanctity of the Constitution, the maintenance 
of China's territorial and soverign integrity, the freedoms 
of the people, and the continuance of our culture. Dr. 
Sun said: “Final victory belongs to the one who struggles 
until victory.” I hope that all of us will bear this motto 
in mind. 


Lift the Iron Curtain on the Taft-Hartley Act 


IS IT A “SLAVE LABOR LAW”? 
By MAURICE R. FRANKS, Director, National Labor-Management Foundation, Chicago, Illinois 
Delivered before the Alumni Club of the Case Institute of Technology, Chicago, Illinois, December 8, 1948 


R. Chairman, members and guests of the Case 
M Alumni Club! I am genuinely pleased to be here 
tonight—not only out of respect and admiration for 
my good friend, Herman Koelliker—but also because it 
vives me an opportunity to discuss with you a subject of 
vital importance to ourselves and to the nation as a whole. 
Now, gentlemen, I am well aware of the ancient custom 
for a speaker in my position to start the ball rolling with a 
funny story of one kind or another—one about Pat and 
Mike, Abie and Ikie, or even the Farmer’s Daughter—in 
order to establish a mood of general good humor. Well, I 
could tell one, if 1 so desired. I know all about Pat and 
Mike and their various comrades in comedy. I, too, have a 
joke book, and I know a gillion stories which are not to 
be found in type. 

However, tonight I’m going to by-pass humor. I intend 
to be very serious. I shall call a spade a spade and strike 
straight from the shoulder at the matter we have at hand. 
In that my name is Franks, I intend to speak quite frankly. 

Gentlemen, whether we realize it or not, we Americans 
at this very moment are faced with a serious crisis in the 


economic life of our nation. 
SMATTET. . « « 


THIS CRISIS, in all probability, will arise as soon as 
the 8ist Congress convenes. Big Labor, whether rightly or 
wrongly, is acting on the assumption that the recent political 
election was a clear-cut mandate from the voter to rid the 
statute books of a piece of hotly contested labor legislation. 
The might-makes-right boys of the labor unions are thor- 
oughly convinced that the famous Taft-Hartley Law has 
been delivered into their hands for legal butchery. And 
just so sure as you are sitting there listening to me, these 
mighty puffed-up gladiators of the labor movement are right 
now girding up their loins for their mighty descent upon 
Washington. A full assortment of their mightiest weapons— 
including vast quantities of money—is packed up and wait- 
ing to go. In the making is a grand-scale lobby, the like of 
which has never before been witnessed. The Coliseum will 
be jammed to the gates, the lamb has been shorn for the 
slaughter, and we can look forward to an affair both gaudy 
and gory. 


And that’s no laughing 
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THE CHARACTER OF THE ASSAULT can be 
readily estimated. Our 18 months’ experience with Big 
Labor’s propaganda machine leaves us with small doubt in 
our minds as to the general technique to be employed against 
the Taft-Hartley law. Nor need we stand in a quandary 
regarding the reason for the hoped-for-slaughter. 


THE DICTATORS OF LABOR—and that’s what a 
lot of them are—are taking unto themselves full credit for 
the turn of the November election and are making the most 
of the situation to regain, if they can, all the powers they 
lost when the Wagner Act broadly amended by the out- 
going Congress—that so-called “Do Nothing Congress” 
which gave us the Taft-Hartley Law. 

THIS CLUTCHING TO REGAIN LOST POWER, 
this scramble of dispossessed labor bosses, will be the sole 
social significance of the struggle when it breaks. And for 
this very reason, we need not look to Big Labor for the 
broad, fair-minded vision, the clear-cut avenues of public 
enlightenment, the unflinching patriotic approach demanded 
by such obviously critical times in the life of this nation. 

RUSSIA, LET ME REMIND YOU, enjoys no inter- 
national patent on that brutal device known as the Iron 
Curtain. At least, if she does, her patent has been, and is 
being, seriously infringed upon right here in the United 
States. No sooner had the Taft-Hartley Act been mounted 
on our legislative stage and the actual performance begun 
than an iron curtain of sizeable proportions was rung down 
before the gaze of the very workers this act was bound to 
affect. And across the face of that curtain, in man-high 
letters large enough to be read by every man in labor’s 
theater, no matter how remote he might have found himself 
from the stage, was inscribed a trick motto, a slanderous 
slogan—a _ streamlined publicity lie—“THE SLAVE- 
LABOR LAW”. 


THIS, THEN, HAS BEEN THE PICTURE prac- 
tically throughout the present life of the Taft-Hartley Act 
—particularly at the crucial moment when the workers of 
the nation were called upon to vote for or against the 
quality of that act—an act which the rank and file of 
labor, unable to stir from their seats, had been in no position 
at all to judge, shut off as they were from the actual per- 
formance by that full-sized iron curtain. 

THE PRESENT DANGER does not lie in the fact that 
a Democratic majority has been returned to both houses of 
Congress—and. that all forces known to oppose the Taft- 
Hartley Act on general principles added their support to 
the Democratic ticket—but that the election results will 
serve out of all proportion these masters of the Iron Curtain 
and enable them to keep it rung down in the face of all 
truth and justice when the legislative deliberations of the 
new Congress begin. It is more important now than ever 
before that the American people as a whole, together with 
their elected representatives, be relieved of this cynical iron 
curtain, with its utterly unfair device, “SLAVE-LABOR 
LAW”, and that, before any effective criticism be levelled, 
the act itself and the character of its performance be fully 
revéaled to the public view. 


MY OWN JOB, as director of the National Labor- 
Management Foundation, an organization dedicated to the 
task of bringing about a better and clearer understanding 
between the workers, their employers and the general public, 
is today, as I see it, somewhat in the nature of a humble 
stage hand. My job, as I view it, is to step forward and 
do whatever I can to lift the iron curtain on the Taft- 
Hartley Act—in order that the performance may be seen 
and fairly judged, before it is officially condemned. And 
this I shall do—despite the catcalls of Big Labor’s greedy 








chieftains, who no doubt will endeavor at once to lead the 
° ° a ° . ” 
audience in a mass shout of “Labor Baiter! Labor Baiter! 


AS ONE WHO FOUGHT for the passage of the Taft- 
Hartley Law—or at least a law encompassing its major 
provisions—throughout the past 15 years, and as one who 
sincerely believes in all but a few of its present undertak- 
ings, this is the very least I can do. And this I intend to 
do—and you can be sure of that! 


VERY WELL, THEN, let’s peep beneath this famous 
iron curtain and have a look at the action on the stage. 
Yes, let’s lift the iron curtain on the Taft-Hartley Act! 


IT WAS THE WAGNER ACT, if I am not mistaken 
—and I don’t believe 1 am—that uttered the boast that it 
was going to cut down the incidence of strikes at a time 
when this form of economic pressure was choking the indus- 
trial life of the nation. And it was the Wagner Act which 
actually upped the number of strikes to the point of national 
disgrace—and distress. The process may have been slowed 
down during the war years by the enactment of the Smith- 
Connally Act, but the first year after the war saw the real 
eruption. And it wasn’t until an aroused public sent the 
80th Congress tumbling into Washington to pass corrective 
legislation that the matter of strikes was brought under 
what may be termed effective control. What happened 
thereafter was this—and here are the actual figures. 

In our first year under the Taft-Hartley Law, according 
to figures released by the U. S. Department of Labor, 
the number of strikes dropped 38 per cent as compared 
with the preceeding 12 months. The number of workers 
so involved decreased by 46 per cent. The number of 
man-days saved was sixteen and a half million. 

THIS REDUCTION continued into 1948 with an even 
sharper decline in the curve. What increased during this 
same period was worker earnings, the purchasing power of 
the masses, due to steadier and steadier employment. 

NOW, DO THESE FACTS ADD UP TO SLAVE 
LABOR? Is a law which makes it possible for workers to 
stay at work earning more and more money with which to 
keep up their homes a “slave-labor law?” If it is, my name 
is Harry Truman, who predicted in his famous veto message 
that the Taft-Hartley Law “would encourage and bring on 
strikes.” If the Taft-Hartley Law in fact delivered the 
very conditions to which the Wagner Act was so pompously 
committed—the cutting down of strikes—is it by that token 
a “slave-labor law’? If it is, my name it not Maurice R. 
Franks whose eyesight is good enough to pick out of a 
welter of statistics the highly revealing fact that the Amer- 
ican worker under the Taft-Hartley Law has achieved an 
over-all average boost in wages of 914 per cent while his 
cost of living was rising only 8.9 per cent—and whose 
intelligence is sufficient to tell him that such an increase in 
real wages would be impossible under conditions even mildly 
resembling slavery. 

WHAT WE HAVE UNDER THE TAFT-HART- 
LEY LAW is just about full employment. All records show 
an all-time peak has been arrived at. All right, is that fact 
in itself indicative of industrial salvery? It could be, of 
course—for in Russia, the real home of slave labor, condi- 
tions of full employment likewise exist. However, here in 
the United States labor turnover has likewise hit an all- 
time high. And certainly this condition washes out all sug- 
gestion of industrial slavery. Slaves just don’t change jobs! 
—and American workers are in so many cases changing theirs 
that even the element of sheerest caprice is present to plague 
the employer. What is more, the worker’s freedom to in- 
dulge in caprice enjoys the fullest sanction of the Taft- 
Hartley Act—that so-called “Slave-Labor Law”. 
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Nothing in this Act (and here I am reading from the 
Act itself) shall be construed to require an individual 
employee to render labor or service without his consent, 
nor shall anything in this Act be construed to make the 
quitting of his labor by an individual employee an illegal act. 


I doubt that such language, even though we indulge in the 
wildest burst of imagination, can be in any way associated 
with the clanking of chains! 


ALL RIGHT, FROM HERE ON IN, let’s jump from 
the general to the particulars. Is it a slave-labor law which 
undertakes at the start: “to prescribe the legitimate rights 
of both employers and employees in their relations affecting 
commerce”? Which likewise undertakes “to provide orderly 
and peaceful procedures for preventing the interference by 
either with the legitimate rights of the other”? And which 
further undertakes “to protect the rights of individual em- 
ployees in their relations with labor organizations whose 
activities affect commerce”? Do these quoted provisions 
give the impression of a law dedicated to the enslavement 
of American workers? ° 

ALL RIGHT, IS IT A SLAVE-LABOR LAW which 
encourages “the practice and procedure of collective bargain- 
ing’? And which protects “the exercise by workers of full 
freedom of association, self-organization and designation of 
representatives of their own choosing”? And which restrains 
both the employer and the agents of a labor organization 
from ‘‘coercing employees in the exercise of their guaranteed 
rights’ ? Do these quoted provisions whistle with the lash of 
the slave-drivers whip and echo the groans of the driven serf? 

ALL RIGHT, is it a slave-labor law which breaks the 
stranglehold of the closed shop and frees the worker from 
the necessity of joining a union for the privilege of earning 
a living? Where does the individual worker stand with 
regard to a law which blocks both the company and the 
union from discriminating against him when for reasons of 
his own, he refuses to take up with the union? Does he 
cower in bonds of slavery in the shadow of such a law? 

AND WHAT OF THE LAW which permits a worker 
to go directly to his employer with a grievance, regardless of 
whether there is a union contract in force or not? Is that 
provision but double-talk picked from legislation whose 
avowed purpose is to cast all labor into slavery? 

AND WHAT OF THE LAW which forbids the em- 
ployer to collect union dues from a worker’s pay without 
that worker’s own written permission? Does such a pro- 
vision afhix a further clamp upon the person of a squirming 
slave? Whose pay is thus protected? Whose signature is 
thus required? Are slaves given such control over the wages 
of their toil? 


ALL RIGHT, LET’S PEER FURTHER BEHIND 
THE IRON CURTAIN and further examine this so-called 


slave-labor law. 


WHAT DO WE SAY when we find our Federal Legis- 
lature speaking up to protect workers, faced with the neces- 
sity of earning a living, from being drawn against their will 
into jurisdictional strikes and secondary boycotts? Do we ac- 
cuse that legislature of pushing those workers around? Do we 
find it guilty of perpetrating a further act of enslavement? 

DO WE RIGHT AWAY THINK OF ENSLAVE- 
MENT when we find a law which guarantees the worker 
freedom from being discharged on the mere grounds that 
he is at odds with his union or has lost favor with certain 
racketeers sitting in state on thrones within the union temple? 

OR WHEN WE FIND THAT LAW assuring the 
individual worker of his right to voice his opinions at union 
meetings without fear of losing his job? 


OR protecting union members from having their treasur- 
ies looted by unscrupulous fiscal agents by requiring the 
issuance of periodic certified financial reports. 


IS IT A SLAVE LABOR LAW which forbids labor 
leaders to commit an entire union to a particular political 
party through the handing over of cash contributions drawn 
from union funds? 


DO WE IMMEDIATELY VISUALIZE a long line 
of regimented slaves when we read through a law which 
recognizes labor’s sacred right to strike but which first re- 
quires a 60-day cool-off period in order to enable the hot- 
heads of both labor and management to become cool and 
collected on collective-bargaining issues before resorting to a 
strike? Since when did the orderly regulation of traffic by 
means of red and green lights take on the semblance of 
slavery? Since when, by extension, have we found the un- 
mitigated arrogance to challenge even the United States 
Constitution’s system of checks and balances with the accu- 
sation that these are but the devices of enslavement? Have 
we become but spoiled children of our own self-esteem to 
the extent that we snap and scratch at the hand which would 
restrain us from entering a revolving door before it has 
ceased spinning like a windmill? 

WHAT IS OUR DEFINITION OF A SLAVE- 
LABOR LAW? Is it descriptive of a law which makes the 
secret ballot mandatory? A law which puts squarely up to 
the workers themselves the decision of whether or not they 
will have a union shop? A law which lets the workers 
themselves decide whether members defaulting in the pay- 
ment of union dues should be discharged by their employer? 
A law which guarantees democratic elections of officers and 
the democratic execution of union business? A law which 
protects the worker in his right to be represented by a union 
elected to serve him by a clear majority of his fellow 
workers? Just where does our definition of a slave-labor 
law begin? And where the devil does it end? 


IS IT IN OUR MIND TO DESCRIBE AS A 
SLAVE-LABOR LAW one which allows skilled workers 
and professional employees the right of separate organiza- 
tions? Or one which forbids foremen, who are definitely a 
part of management, to organize against management and 
to become catspaws of organizations representing the very 
workers those foremen are hired to supervise? Is it a slave- 
labor law which wisely asserts that no man can play both 
ends against the middle? 


IS A SINGLE ONE OF THESE PROVISIONS to 
be interpreted as evidence that the Taft-Hartley law is in 
effect a piece of legislation designed to enslave the working 
man? Or is each one of them evidence that we have on 
our books a law which is of and for the people who work 
for wages? Having peered behind the Iron Curtain lowered 
on the Act itself by a busy band of displaced autocrats and 
having placed ourselves in a position to judge the Act on 
its merits, wouldn’t it be more reasonable for us to assume 
that the Taft-Hartley Act is in reality something of a 
modern emancipation proclamation? An effort on the part of 
our Federal Legislature actually to free the slaves of the labor 
movement from the bonds of their dictatorial labor bosses? 


IT IS IN THIS FINAL CONSIDERATION, I sug- 
gest, that we bump head on into the true underlying reason 
for the Iron Curtain and the flaming lie emblazoned thereon. 
The main discomfort experienced through the workings of 
the Taft-Hartley law is that of the true villain in the piece 
—the over-stuffed labor leader. It is he whose prestige has 
been caused to shrink in the new climate created by the 
Taft-Hartley Law. It is he who today feels cramped and 
miserable. 
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IN THE FIRST PLACE, the labor leader of small 
conscience has been deprived of his dictatorial power over 
the flesh and finances of his rank and file. No longer per- 
mitted to be the master, he is now compelled to be the 
servant of his constituents. And, under the circumstances, 
possibly this fellow does feel just a mite enslaved. Unac- 
customed as he is to public service, he points a shaking 
finger at the law which now requires this of him, and, with 
foam upon his lips, he swears eternal vengeance. 


DEEP WITHIN HIS SMALL, RESENTFUL 
SOUL, this would-be Caesar Borgia of the labor movement 
resents the power of a law which has gone farther and de- 
prived him of his second scepter of power—his legally pre- 
ferred position over management, as formerly granted him 
by the Wagner Act. Finding that the Taft-Hartley law 
has corrected this legal atrocity and restored to manage- 
ment its Constitutional right of free speech, he will have 
none of this present act. Compelled to face a management 
today on an equal footing with himself in his liberty to tell 
the employees his side of a dispute, the world-be dictator of 
labor rises in all his fury and swears to have such a law 
repealed. 


AND SO HE BORROWS FROM RUSSIA the de- 
vice of the iron curtain. And upon its face he inscribes a 
flagrant lie—“THE SLAVE-LABOR LAW”—and this 
he lowers upon the act itself so that no man in his presence 
may see the truth. For he knows that his workers have 
been his slaves, and that the truth shall set them free. The 
dictator of labor knows that the average worker will never 
either take the time or have the patience to read the law 
itself—those pages of legal language. And so he undertakes 
to offer a blanket interpretation—one by no means drawn 
from the law itself, but from the depths of his own power- 
hungry heart. He digs deep into his bag of tricks and fishes 
forth a nifty—a handy, all-purpose label—a red-letter slo- 
gan which tells a black-hearted lie—“THE SLAVE- 
LABOR LAW.” 

AND AS A RESULT, all of us—labor, management 
and the general public are on the verge of being plunged 
headlong into a pretty kettle of fish. Here today we have 
a labor law which has been rendering consistent and honest 
service to the cause of harmonious industrial relations. And, 
at the same time, that law, by a popular election swung by 
forces far more imposing than labor’s political action com- 
mittees, stands discredited in the eyes of a majority of the 
citizens of these United States. And why? I’ll tell you why! 
The reason lies in the fact that the people of this country 
have not been able to penetrate the iron curtain of malici- 
ous propaganda. 

THIS BEING TRUE, the time is at hand for all of us 
to demand the facts. The time has arrived for us to raise 
the iron curtain on the Taft-Hartley law and keep it raised 
from now until the moment of decision arrives for the 81st 





Congress. Once and for all, the people of this country and 
the legislators who represent them must be given the oppor- 
tunity to convince themselves that the Taft-Hartley Law 
is far from being a slave-labor law. 

MANY AGENCIES, including the National Association 
of Manufacturers, have made an honest effort to explain 
the true nature of this law. In saying this, let me state in 
no uncertain language that | am not connected in any way 
with the NAM—that I am under no obligation whatsoever 
to them. I only desire tu bring out one important fact: 
namely, that this entire question is not only a philosophical 
one, it is likewise highly psychological. It is not so much 
what is said about labor legislation as much as who says it! 
Now, I have read NAM’S analyses of the Taft-Hartley 
Law and I don’t mind going on record right here and now 
in stating that these analyses have been, in the main, both 
fair and honest. The point is, that because these particular 
analyses were undertaken and sponsored by the NAM, they 
served to supply the labor bosses with additional ammuni- 
tion. For it is the way of the labor boss to discredit any- 
thing and everything the employer and his associations have 
to say about anything and everything on earth. As for ex- 
ample, the time when the Manufacturer’s Association spent 
thousands of dollars on booklets and the like to acquaint the 
American public with the Taft-Hartley Law. We all re- 
member that immediately afterward, Big Labor, with the 
help of their publicity agents, came out with full-page ads 
ordering that same public not be a “NAM FOOL,” 

NOW GENTLEMEN, certainly I do not wish to con- 
vey the impression that I hold the Taft-Hartley Act to be 
a perfect law. Indeed, I hold that it is not. It contains 
several imperfections that certainly should be corrected for 
the benefit of all persons concerned. And that means—not 
the labor boss, who should stay cut down to his present 
dimensions—but rather the American worker, his employer 
and the American people as a whole. But in the main, the 
Taft-Hartley Law is a good law—and certainly a vast im- 
provement over the old, lop-sided Wagner Act—and in the 
main should stay upon the statute books. And to prove my 
assertion, let me say that I am prepared to debate it point 
for point, pro and con, with anyone. 

INDEED, I AM CONFIDENT that once the 8Ist 
Congress is made fully familiar with its intentions, pro- 
visions and accomplishments, a majority of our nation’s law- 
makers will agree that the Taft-Hartley Law is a good law 
and should never be repealed outright. 


THROUGHOUT THE RECENT CAMPAIGN, the 
Taft-Hartley Law served well as a political football. But 
let me remind the politicians of this nation that the election 
campaign is now over—and, since it is, let me further sug- 
gest to them that this particular football has been kicked 
around just about long enough. 

I thank you. 


Federal Aid to Education 


. CONSEQUENCES NOT DIFFICULT TO FORESEE 


By DR. GEO. S. BENSON, President, Harding College, Searcy, Ark. 
° Delivered over the ABC Network, Little Rock, Arkansas, December 26, 1948 


of the nation is now a very live subject. It involves 
much more, however, than merely an alternate method 
It involves principles that 


| \NEDERAL aid to public schools of all forty-eight states 


of financing public education. 





are vital to the future of our own American way of life. 

In the beginning, let me say that American public school 
teachers are seriously under-paid. ‘They should, can, must, 
and will be paid more, whether there be federal aid or not. 
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There are two methods of financing our public schools. 
One is to continue financing them through local, city, 
county and state taxation, as we have done throughout our 
history. The other is to supplement this local support by 
appropriations from the federal government. During the 
past ten years there has continuously been one or more bills 
before Congress for such federal aid, and one will shortly 
be presented to the New Congress, proposing federal aid to 
every public school in every one of our forty-eight states. 

Both the proponents and the opponents of federal aid are 
agreed that the present bill, calling for $300,000,000 if 
adopted, would be only the beginning. Both sides are agreed 
that once the principle is adopted, aid would increase 
rapidly. In my opinion, it would increase until the federal 
government would be carrying the major part of the load 
within a decade after the start had been made. Of course, 
by that time, the matter of federal control now considered 
so serious, would have been fully accepted and the conse- 
quences ignored. 

Should the principle of federal aid to public schools be- 
come the rule, we may be assured the principle would 
shortly be extended to the junior college level. In fact, that 
is already being discussed. With the principle in operation 
up to the junior college level, we can expect that it would 
gradually be extended to the senior level. With that ac- 
complished, private schools and colleges would tend to be 
squeezed out of existence through one of two procedures, or 
a combination of both. First, government policies of cheap 
money and low interest rates have destroyed the effective- 
ness of their endowments. High income taxes and high in- 
heritance taxes have also greatly shrunk the sources from 
which gifts for private schools may come. With a federal- 
wed public school system this threat would become much 
more serious. 

In the second place, there is already some agitation for 
legislation to require all children to attend public schools 
for national indoctrination. With a federalized system of 
education it isn’t difficult to foresee the day when such legis- 
lation would be adopted, and even to the extent that private 
schools would be virtually eliminated. 

Consequently, the real issue at stake today is not a mere 
$300,000,000 to be distributed among the public schools of 
the forty-eight states. The real issue is whether we shall 
maintain a locally supported and locally controlled public 
school system or would virtually eliminate local control 
and tend to eliminate private and church related schools 
and colleges. The real issue is extremely significant. Upon 
our decision hinges the future of this republic. 

The consequences are not difficult to foresee. If we even 
modestly subsidize the administration of the public schools 
of the nation, there will certainly be a tendency for instruc- 
tors to teach the views of the government in power. As 
federal aid and federal influence should increase, this tend- 
ency would become stronger and stronger. In fact, it is my 
firm conviction that should we start federal aid to our public 
schools now, we would see virtual federal control within a 
decade, to be followed within one more decade by nationali- 
zation of industrial production, transportation, utilities, and 
agriculture. 

The real issue before us today is not merely $300,000,000 
in aid to our public schools. The real issue is whether or 
not we shall take this most crucial step toward the socializa- 
tion of America. 

It should be remembered by all American citizens that 
freedom is the priceless heritage for which our forefathers 
so bravely fought, bled and died. It is the proud heritage 
they so nobly handed to us. It is the secret of our present 
greatness, and the one hope of our future prosperity. Every 


American citizen should also remember that freedom has 
been enjoyed by less than five per cent of the people who 
have walked on this earth and that even in our own day 
less than twenty-five per cent of the people of the world 
have any reasonable amount of freedom. 

It should further be remembered that freedom and pros- 
perity throughout the history of man have gone hand in 
hand; while ignorance, regimentation and poverty have 
likewise gone hand in hand. Greece lost her freedom and 
lost her greatness. Rome lost her republic and ushered in 
the dark ages. England and France are losing their freedom 
as they move along the road of socialism and nationalism. 
France demonstrated the agonies of this road a few weeks 
ago when French soldiers, under government orders, were 
fighting government-employed coal miners to protect gov- 
ernment-owned coal mines. England adopted a scheme of 
nationalization in 1945, which she was forced to follow in 
1947 with a law giving the government power to tell any 
man or any woman (with certain limitations) where to 
work, what to do, and with penalties for failure to obey, 
or for absenteeism. The American public doesn’t want to 
follow that dismal road. But federal aid to the whole of 
our public schools, in all forty-eight states, as all these 
federal aid bills now require, would be a decisive step in 
that direction. 

Federal aid to the public schools of America is not neces- 
sary and it is not desirable. It has been accurately said that 
the debt of the Federal Government is about two hundred 
and fifty-eight billion dollars. The debt of all the 48 
states, added together, is about two and a half billion dol- 
lars. The debt of the Federal Government is, therefore, 
100 times as much as the total debt of all the states. 

Since 1940, the debt of the Federal Government has gone 
up terrifically, while the debt of the 48 states has gone 
down. There is not a single state of the 48 which has not 
reduced its debt since 1940. ‘There is not a single state in 
the Union that is not financially better off than the United 
States. There is not a single state that is not better able 
to pay the expense of the education of its youth than is the 
Federal Government. Why, therefore, should we saddle 
the cost of education on the Federal Government? 

If Congress believes that all of the states or any of them 
is unable financially to provide an adequate system of pub- 
lic education, then there is a way that Congress can help 
much more than through a federal aid bill providing for 
$300,000,000 to be distributed among all the States. For 
instance, it is estimated that the present Taft Bill would 
provide for my home state of Arkansas approximately $8,- 
903,000 a year. Of this appropriation, Arkansas taxpayers 
would contribute $1,604,000. Thus Arkansas would gain 
about $7,300,000 at the expense of tax payers of other 
states. There is a much better way to help Arkansas, while 
at the same time actually helping all other states too. It is 
a very simple method, except it might cost some votes. One- 
third of the federal civilian employees could be removed 
from the payroll without decreasing efficiency of the gov- 
ernment. ‘This would save the entire nation over $2,225,- 
000,000 in payroll alone. This saving to Arkansas tax pay- 
ers would be approximately $14,000,000. Arkansas could 
then increase her own state support to education by $14,- 
000,000, which is approximately double the aid offered in 
the present bill, without having any heavier burden on her- 
self, without any burden on taxpayers in other states, and 
without all the complications and implications of federal aid. 

I insist that this is the right way for Congress to help 
my state, and at the same time, all the rest of the states. 
Arkansas is now acually paying to Washington in federal 
taxes $114,500,000 a year. She would actually be aided by 
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the present bill only $7,300,000—or 7% of what she pays 
to Washington. 

It is like a doctor draining four pints of blood from a 
man, and then exclaiming “Why you look anemic. I am 
sorry for you. You need aid. I am going to give you a trans- 
fusion of 4 pint of blood from my plasma bank.” 

Furthermore, it is my firm conviction that federal aid 
would soon become a millstone about our necks. The fed- 
eral government has no record for economic handling of 
expenditures. Were our present educational system, just 
as we now know it, operated by the federal government, it 
would likely be costing us 50% more to operate than is 
now the case. 

When the federal government controlled and operated 
the railroads during World War I, it lost nearly $2,000,- 
000.00 a day. During World War II they were operated 
much more efficiently under private management, paid over 
three million dollars a day in taxes, and still made a profit. 

At the present time, the federal government is educating 
the American Indians. The cost per pupil is more than two 
times as high as the average per pupil in our public school 
system in the average state in the Union, but the schools 
are not better. 

It should, also, be made very clear that federal aid is not 
necessary in order to put both grammar school and high 
school opportunity within the reach of all the youth of the 
nation. Arkansas passed last November 2 an initiated act 
for the reorganization of the entire public school system 
of the state. This reorganization will place grammar school 
and high school facilities within reach of every boy and girl 
in Arkansas. Although teachers’ wages in Arkansas have 
been increased more than 150% in the past seven years, this 
reorganization bill will further increase them materially. 
What Arkansas, one of the poorest states in the Union can 
do for her pupils and her teachers, every state in the Union 
can do. There is no more reason for the federal aid for 
increasing teachers’ salaries in Arkansas than there is for aid 
to increase the salaries of ministers, policemen and firemen, 
all of whom, like the teachers, work in the public interest. 

The states, moreover, are bravely solving their own edu- 
cational problems. During this past year alone they have 
increased salaries to teachers:more than the total of 300 
million dollars perennially sought in federal aid. Still more 
important the increases have been greatest where the need 
was greatest. The average increase for the entire nation 
was 86% from 1940-48, but for the 12 Southern states, in- 
cluding the poorest, the increase was 117%. 

There is another still more important fact. The differ- 
entia! between the income of the wealthy states and the 
poorer states is rapidly narrowing. While the 16 wealthi- 
est states averaged 46% more income per person in 1940 
than the 16 poorest states, by 1947 that difference had been 
cut down to only 14%. With more oil being discovered 
and more industry moving to the South, that differential 
will continue to narrow until the North may be seeking aid 
from the South within a generation or two. 

It should further be understood that federal aid to edu- 
cation within itself would do absolutely nothing to bring 
into the school room those children between the ages of 
five and seventeen who are now out of school by choice. 
This would still remain a problem to be solved locally. 

New York and California, the two wealthiest states in 
the Union, and the two with the highest average expendi- 
ture per student for education, still have their problems. 
They also have dreamers telling them they are not spend- 
ing enough. So it is evident that neither the nation as a 
whole, nor any part of it can afford the expenditures the 
dreamers can recommend. 





Moreover, the percentage of crimes and the number of 
communists in those two states testify to the fact that it 
takes more than money to provide proper education. 

No longer should the major emphasis be upon how much 
money we can spend. On the contrary, emphasis shovild be 
upon moral purpose—upon character and citizenship, with- 
out which no nation can long preserve a glorious republic 
like our own. 

The state of Utah spends only about the national median, 
an amount per school pupil which all of our Southern states 
can reach. While this figure is only half the amount spent 
per pupil by California and New York, yet Utah gets the 
best results. Dr. E. L. Thorndyke, in a thorough study 
published in 1944, showed that Utah produces 100% more 
men of science and of distinctive achievement in proportion 
to population, than does either California or New York. 

Since every state in the Union can reach the present 
recommended minimum level, and since Utah’s record 
proves that a state with that much money can produce the 
best results in the nation, is it not imperative that we all 
put our shoulders to the wheel, adequately finance our own 
schools, and emphasize moral purpose, sterling character 
and genuine loyal citizenship—qualities that can be devel- 
oped everywhere, but that money alone can buy nowhere. 
These greater values can be obtained only with keener local 
interest. But federal aid will tend to decrease local interest 
and thereby push to a still lower level the development of 
character and citizenship. 

Children are what they are taught. That is why most 
children in Egypt and Turkey are Mohammedan, while 
most in India are Hindu, and while most in America are 
Christian. They are what they are taught to be. 

With a federalized school system we may éxpect, within 
a generation, that our children will have come to believe 
in the principle, and we may then expect its extension to 
industry, distribution and agriculture. 

England started down that road in 1945. Now she has 
announced a plan for nationalization, even down to the 
farms, by 1952. 

The danger of federal control is always present with fed- 
eral participation, and should never be overlooked. When 
farmers accepted subsidies, they also got controls. When 
some of them objected to the controls, a test case went to 
the Supreme Court. Justice Jackson ruled: “It is hardly 
lack of due process for the government to regulate that 
which it subsidizes.” 

While the present federal aid bill does all that words can 
do to assure the public of no federal control, it should be 
remembered that a Supreme Court decision already estab- 
lishes a precedent for the government to regulate that which 
it subsidizes. Moreover, as the amount of “aid” should in- 
crease there would be abundance of opportunity for revised 
legislation—in fact it would be the miracle of the ages if 
it didn’t come. These aren’t days of miracles, so we had 
better protect our future by rejecting federal aid to our 
public schools. 

In all the excitement we should not lose sight of our 
present achievements under a decentralized government. 

Our national income is equal to the combined national 
incomes of the next highest six nations (before the war or 
since). Our workers can buy with their wages two times as 
much food, clothing, housing, travel, entertainment, edu- 
cation for their children as workers at similar jobs in 
England, Sweden or Switzerland; and five times as much 
as in Russia. America, with one-sixteenth of the world’s 
population, sends more young people to high school and 
college than does all the rest of the world. Only one na- 





210 


Vital Speeches of the Day 





tion was able to arm itself adequately to meet the Axis 
powers. Only one nation was able to lend liberally to its 
allies in that war. Only one nation is able now to extend 
help to its neighbors. I am not one of those who now think 
that that one nation must now surrender the fundamental 
principles that made her great in order to remain great. 

On the contrary, I am thoroughly convinced that if we 
keep our freedoms and our liberties we can again double 
the purchasing power of the workman’s wages in another 
generation, as we have in the past generation. Should we 
on the contrary turn to nationalization of education and 
production, we would likely go down by 50% in production, 
in wages, and in standard of living. There is much at stake. 

Dr. Charles Seymour, president of Yale University, has 
recently declared that he wants no part of federal grants 
for educational purposes. General Eisenhower is strongly 
opposed to federal controls in the field of education. It is 
high time we all should wake up, and stop this drift toward 
state socialism, before we reach the point beyond which 
there is no turning back. 

Remember, federal aid is not necessary to the financing 
of an adequate public school system. Every state in the 


Union can reach the necessary level. It is character and 
citizenship that should concern us and which money can’t 
buy. 

Remember that federal aid will ultimately mean federal 
control, and federal control would reflect in the classroom 
the views of the government in power, and would quicken 
our pace toward state socialism. 

Remember that Greece achieved her best during the days 
of her democracy, that Rome achieved her best during her 
republic, and that England established her great empire fol- 
lowing the Magna Carta. 

America, under still greater freedom, has achieved still 
greater power and prosperity. Federal aid to all the public 
schools in all the 48 states is not necessary and is not de- 
sirable. It would mean a definite about face in a systein 
which has succeeded in providing the best for the public 
that any segment of mankind has yet experienced. As Amer- 
ican citizens, it is our responsibility to pass on to our chil- 
dren unimpaired the priceless heritage of individual freedom 
which our fathers so proudly passed to us. Federal aid to 
our entire public school system would constitute a decisive 
step in the wrong direction. 


“Let’s Stop Kicking the 
Anti-Trust Laws Around” 


COMPETITION THE FOUNDATION STONE OF AMERICAN ECONOMIC SYSTEM 
By ROBERT ELLIOTT FREER, Chairman, Federal Trade Commission Commission, Washington, D. C. 
Delivered before The Sales Executive Club of New York, New York City, December 7, 1948 


T is a real pleasure to attend this session of the Sales 
] Executives Club of New York, but I have some hesita- 
tion in addressing you nevertheless. Events of the past 
six months have convinced me that the Federal Trade Com- 
mission’s most urgent need right now is for some lessons 
in practical salesruanship. I think we have the finest product 
in the government today but that our distribution and sales 
promotion activities have been sadly neglected. As soon as 
we have finished this lunch I am going to find out whether 
the Commission can either take out a special membership in 
your organization, or, at the very least, have you return the 
favor and address us on the subject of how to sell the idea 
that real enforcement of the anti-trust laws is essential to 
preserving our American way of life. 


I say that the Commission needs some basic courses in 
practical salesmanship since it is obvious that hardly anyone 
realizes what the Commission is supposed to do, let alone 
the basic philosophy of the laws it administers. I am not 
even going to asume that you are entirely familiar with the 
scope of its functions, and will begin by describing them 
to you. 

Six weeks ago, after more than thirteen years of service I 
announced my intention to resign from the Federal Trade 
Commission, effective at the end of this month. I have en- 
joyed every minute of this time, particularly serving with 
my fellow Commissioners and the members of the Com- 
mission’s staff. Almost without exception, my fellow laborers 
in the Commission vineyard have been high-minded, able 
men struggling against almost insuperable problems. I feel 
a real sense of loss in severing my official relations with them. 
This decision to resign is based solely upon the fact that I 


can no longer continue to serve on the Commission at a 
salary which may have been adequate in 1914 when it was 
first fixed by law but which certainly is a pittance by today’s 
standards, especially when the responsibilities of the position 
are taken into account. 


Having announced my resignation, I feel free of that fear 
of speaking too plainly which haunts most government offici- 
als, who know from experience that whatever they say on 
any controversial subject will be thrown back at them, 
often out of context, before a Congressional committee or 
in the brief or oral argument of some party to a controversy. 
Hence, I would like to speak to you as 1949’s private citizen 
lawyer interested in the problem of preserving our com- 
petitive system rather than as 1948’s Chairman of the 
Federal Trade Commission. 


As you may have observed, interest in the anti-trust prob- 
lem ebbs and flows in a very sharp but irregular manner. 
The first great ground-swell culminated in the Sherman 
law in 1890. After the first wave of cases under this law, 
the tide ebbed for a while and there came a great plea on 
the part of the business community to amend the Sherman 
Act and to make it certain just what a businessman could 
or could not do. Out of this ground-swell came a real 
inquiry into the steps necessary to preserve our competitive 
system. The Bureau of Corporations, established in 1902 
for the purpose of investigation and report on competitive 
conditions, conducted exhaustive inquiries, as did a number 
of Congressional committees. The Federal Trade Commission 
was the product of Congress’ determination in 1914 that 
something more than sanctions against accomplished monop- 
oly was required. The practical difficulties of trying to make 
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eggs out of omelets required that means be found to keep 
the eggs from being broken in the first place. Much debate 
occurred as to the best approach to the problem, and the 
end result was a compromise between the view, on the one 
hand, that Congress should attempt a codification of all 
those practices known to tend toward monopoly, and the 
view, on the other, that an independent administrative agency 
should be created with the widest quasi-judicial discretion 
to eliminate unspecified practices falling within broad legis- 
lative standards. In the Clayton Act, Congress sought to 
specify objectionable practices, such as price discrimination, 
restrictive leases and contracts, corporate acquisitions of 
competitors and interlocking corporate directorships. In the 
Federal Trade Commission Act, there was created an agency 
which was given even broader powers of investigation and 
report than the old Bureau of Corporations and directed to 
“prevent unfair methods of competition in commerce,” sub- 
ject to review by the United States Courts of Appeals. This 
term “unfair methods of competition” was new to the law, 
and the Congress intended that the Commission should be a 
body of real experts in the field of business relationships, 
not only to prevent those specific practices enumerated in the 
Clayton Act, but to prevent any other practices in commerce 
which might be characterized by bad faith, oppression, fraud 
or a tendency to create monopoly or suppress competition. 

Over a long period of years the Commission in its cases, 
and the Courts in the process of reviewing these Commission 
cases, have spelled out the illegality of a great many practices 
which today universally are recognized to be unfair methods 
of competition or unfair and deceptive practices. These 
include false advertising, deception of customers, monopolistic 
practices, lottery merchandising schemes, price-fixing, boy- 
cotts, commercial bribery, disparagement of competitors, and 
a host of different variations of all of them. 


The Act sets up a procedure by which the Commission is 
to carry out this basic duty of preventing unfair methods of 
competition. It contemplates, first of all, a very extensive 
power of investigation and of making public the facts regard- 
ing trade practices. This power was an enlargement of 
similar duties in the old Bureau of Corporations which was 
merged into the Federal Trade Commission when the latter 
was created. Secondly, the Act directs the Commission to 
issue a formal complaint when it has reason to believe that 
any person has engaged in an unfair method of competition 
and that such action would be in the public interest. The com- 
plaint is served on the parties involved, who then have an 
opportunity of answering the allegations contained in it. If 
the complaint and answers create issues of fact or law, full 
hearings are conducted before a Trial Examiner, and the at- 
torneys trying the case and the respondents have a full oppor- 
tunity of being heard both before the Trial Examiner and the 
Commission upon the basis of a public record. At the con- 
clusion of this proceeding the Commission enters an order 
either requiring the respondent to cease from the practices 
found to be unfair or dismissing the complaint. In no case is 
this procedure punitive, and the most that the Commission 
may do is point the finger of admonishment and require that 
the illegal practices be terminated. The immediate right of 
appeal is given to the United States Courts of Appeal, which 
have the power to modify, affirm, enforce or vacate the 
orders of the Commission. 

A similar procedure is specified in the Clayton Act as to 
those sections which the Federal Trade Commission is di- 
rected to enforce, relating to price discrimination, exclusive- 
dealing contracts, corporate acquisitions of competitors, and 
interlocking directorates. 

In addition, the Commission has worked out two methods 





of handling questions of violation of law where the formal 
procedure of complaint, hearing and order seem inappropri- 
ate. One is by obtaining an agreement from the: party in- 
volved to discontinue the practice in question; the other is 
by the trade practice conference method, where an entire 
industry may sit down with the Commission's staff and work 
out on a cooperative basis trade practice rules covering many 
industry problems. Both of these latter procedures are 
effective only to the extent that questions of law involved 
are clear-cut and there is a genuine desire on the part of 
industry to comply with the most ethical standards. Neither 
of them can be employed effectively in border-line situations, 
or where there is any substantial factual dispute. Numer- 
ically, a great majority of Commission cases are settled either 
by stipulation or by trade practice conference procedure. In 
contrast with cases which are fully litigated before the Com- 
mission and in the courts such cooperative settlements receive 
little public notice. This may be one reason why the Com- 
mission may bear the reputation in some quarters of a 
crusading agency. 

The Commission has found the stipulation procedure to 
be an excellent method of disposing of the largest proportion 
of cases involving false advertising and similar deceptive 
practices, particularly where there has been no real intention 
to defraud or deceive. The trade practice conference pro- 
cedure also has proved effective in a number of fields where 
is has been possible with industry cooperation to draw stand- 
ards of ethical conduct much higher than could be practically 
enforced by a series of individual complaints and orders. This 
conference procedure, however, is regarded by the Commis- 
sion, and quite properly so I think, as being inappropriate 
for use in matters involving cooperative restraints of trade 
or violations of the Clayton Act. By this I mean that the 
Commission has felt that there was a proper field for industry 
agreement, principally in the matter of eliminating deceptive 
practices, but that it would be highly improper to change 
this procedure into one producing rules even faintly re- 
sembling the old N. R. A. Codes of Fair Competition, which 
were in large part devoted to softening the effects of com- 
petition rather than to promoting competition itself. 

In 1918, Congress enacted the Webb-Pomerene Export 
Trade Act which set up a procedure for organization of 
associations to engage in export trade and created certain 
exemptions from the anti-trust laws for such associations, 
subject to their filing their articles of association with the 
Commission and to their submission thereafter to supervision 
of their activities by the Commission. 

In 1936, the Robinson-Patman Act constituted a major 
revision of Section 2 of the Clayton Act, materially expand- 
ing the Commission’s duties in the field of discrimination. 

In 1938, Congress significantly amended the Federal 
Trade Commission Act and broadened the Commission’s 
basic jurisdiction to prevent unfair methods of competition 
by adding to them unfair or deceptive acts and practices and 
by extending considerably the Commission’s jurisdiction over 
the advertising of food, drugs, devices and cosmetics. 

In 1939, Congress passed the Wool Products Labeling 
Act which requires considerable supervision by the Commis- 
sion over the labeling of wool products, from yarn to the 
finished suit on the retail rack. 

In 1946, Congress passed the Lanham Trade-Mark Act 
which, among other things, provided that the Federal Trade 
Commission might apply for concellation of trade-marks 
under certain conditions. 

As you can see, the Commission was established as a watch 
dog in the anti-trust field and given the formidable task of 
preventing every person engaged in commerce except banks, 
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meat packers and carriers subject to the various Acts to 
regulate commerce, from engaging in unfair methods of 
competition or unfair and deceptive acts and practices. 

Now | would like to translate these duties into the details 
of the Commission’s work load. During the present fiscal 
year the Commission will do the following things, among 
others: 


1. Answer about twenty thousand letters of inquiry or 
complaint regarding individual business practices; 

2. Check several million pages of advertising copy and 
radio continuities for grosser forms of false advertising or 
violations of previous orders; 


3. Conduct about 1,000 field investigations into alleged 
violations of law; 

4. Collect, compile and publish quarterly financial sta- 
tistics for more than 8,000 manufacturing corporations as 
a basis for preparing statistical estimates for all manufac- 
turing corporations ; 


5. Conduct hearings and draft trade practice rules ap- 
plicable to a dozen different industries ; 


6. Negotiate the settlement of 200 or more cases of law 
violation by stipulation ; 


7. Conduct a dozen economic investigations and prepare 
reports thereon for the President or the Congress report- 
ing our findings and recommendations ; 


8. Investigate and conduct hearings on 200 or more 
formal cases of law violation, ranging from false advertis- 
ing to price-fixing in the entire iron and steel industry ; 


9, Check the practices of 20,000 concerns handling wool 
products, from yarn to finished suits on the retail racks; 


10. Prosecute or defend 20 or more cases in the Federal 
courts in which the Commision is a party ; 


11. Handle a variety of problems relating to 50 export 
trade associations ; 


12. Check some 25,000 trade-marks under the newly 
created jurisdiction of the Lanham Trade-Mark Act; and 


13. Check compliance or lack of it with several hundred 
previous orders to cease and desist. 


All of these things must be done with a total staff of 647 
people, including messengers, clerks and “housekeeping” per- 
sonnel. ‘here are 340 members of the staff who are attor- 
neys, accountants, economists or investigators, and it is these 
employees who must carry the whole burden of the Com- 
mission on an annual appropriation of about three and one- 
half million doll-*s. 


I have always telt that the Commission's staff was pitifully 
inadequate to deal with its problems and that the appropria- 
tions of the Commission have been held down to a point 
where it can do no more than discharge a small portion of 
its full responsibility to the public. 


1 feel very strongly that this problem of preserving our 
competitive system is the foremost domestic problem today 
and that the public must soon decide whether we honestly 
intend to try to obey the rules of the economic road we so 
far have travelled or whether we are willing to recognize 
that the alternative route is one of all-out government regu- 
lation. Unfortunately, there seems to be no middle road in 
this situation. If we continue to give lip service to the com- 
petitive system and provide only token enforcement agencies 
under the anti-trust laws; if we continue to cry against 
monopolies and at the same time refuse to provide the means 
of curbing them, we will continue to coast down hill without 
conscious resolution into a valley from which we must be 


towed because the spark of competition neither exists nor 
can be restored to its proper function in our economic motive 
power. When that point is reached we will have no choice 
but to acquiesce in a system of permanent peacetime govern- 
ment controls which will shift the responsibility of manage- 
ment to the government. 


I am not concerned at all about the possibility of any such 
system of government control resulting if it were left as a 
matter of free choice to the American public today. ‘My 
concern is that if there continues much longer the present 
trend of concentration of power in fewer and fewer hands 
and the present trend of sniping at the anti-trust laws and 
seeking by every means to avoid competition, the power of 
choice between all-out government regulation and a free 
competitive system will have been removed. Thus, we will 
have actually made a choice of all-out government control of 
business through our very lack of appreciation of the problem 
and our consequent failure to do anything about it. 

Preservation of the competitive system is the basic philos- 
ophy which has moved the Federal Trade Commission. The 
Commission is not an agency which is seeking power or 
control over industrial decision and discretion. It has been 
motivated by the principle that the coming of the day of 
government regulation can be postponed or forestalled by 
prevention of those practices which operate to destroy the 
competitive system by depriving the individual businessman 
of his freedom. 

Recently the Brookings Institution issued a report com- 
paring the various economic systems throughout the world, 
and made this statement: 


“If the function of government is confined to the elim- 
ination of monopoly and the punishment of collusive efforts 
designed to restrict or destroy competition, the creative 
power of private enterprise which has been responsible for 
the extraordinary industrial achievements of modern times 
can be preserved. Such a method of regulation, in contrast 
to communism, socialism and hybrid systems of control, 
would insure the preservation of individual liberties.” 


I agree entirely with Dr. Moulton in his conclusion that 
the elimination of monopoly and the punishment of collusive 
efforts to destroy competition will both stimulate the creative 
power of private enterprise and preserve individual liberties. 
In fact, 1 doubt whether there is anyone who would disagree 
with this statement. The practical difficulty is that indi- 
vidual businessmen and groups of businessmen lose sight 
of this distinction when they are subjected to competitive 
stresses and often seek to relieve the stress either by private 
agreement or by special legislation exempting them from the 
anti-trust laws. Thus, we have seen in recent years repeated 
efforts by various groups to nibble at the edges of the anti- 
trust laws and to create exemptions from them. I would like 
to deal at some length with one of these recent efforts in 
concluding my remarks. 


One of the greatest achievements of the Federal Trade 
Commission was its proceeding against the Cement Institute 
and more than 70 producers of cement on a charge of price- 
fixing and combination to suppress competition. The com- 
plaint in this case was issued about two years after I came 
to the Federal Trade Commission, and it has been a contro- 
versy for more than ten years. The most exhaustive case- 
investigation in the Commission’s history was undertaken in 
this proceeding, and the transcript of testimany in the public 
hearings in this case consisted of more than 50,000 pages. 
The Commission made findings of fact reciting in detail the 
evidence leading it to the inescapable conclusion that the 
respondents had engaged in a combination and a conspiracy 
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and upon the basis of these findings it entered an order re- 
quiring them to cease and desist from certain of their col- 
lusive pricing practices. The case was appealed and finally 
reached the Supreme Court of the United States, where in 
the Spring of this year the Commission’s order was afirmed 
in every particular, the Court complimenting the Commission 
on fulfilling the original Congressional intention of giving 
truly expert consideration to the problems involved. I sus- 
pected when the Commission entered its order in the Cement 
case that if it were finally upheld in the courts an all-out 
effort would be made by many segments of the business world 
to modify the law to legalize the continuation of the so- 
called basing point system of fixing uniform delivered prices. 
Following the Supreme Court’s decision some sellers of 
cement, steel and other heavy goods almost immediately 
advised their customers that the effect of the decision was 
that the buyer was now required to pay the freight, and 
that certain local shortages and certain increases in price in 
many different commodities were directly due to this decision 
of the Commission and the Supreme Court. Some business 
interests urged customers, stockholders and others to write 
to Congress urging the amendment of the law so as to permit 
the continued use of the basing point system. Many small 
businessmen have been misled into the belief that it is now 
illegal for any seller to pay freight and that_no seller can 
seek customers in any area except those in which his f.o.b. 
price plus freight is lower than his competitor's. Question- 
naires have been sent out by business organizations asking 
such questions as “Do you believe that discontinuance of 
freight absorption would force companies in your industry 
to change the location of their plants”? and “Do you think 
mandatory uniform plant prices would increase or decrease 
competition”? I think that such questionnaires, which are 
based upon a misunderstanding of the law and of the Com- 
mission’s recent proceedings, might well have included such 
other questions as whether the recipients favored drinking by 
minors or courses on the art of profanity in the primary 
schools. 


Hearings have been held before a sub-committee of the 
Senate Committee on Interstate and Foreign Commerce at 
which many witnesses have expressed the alarm created as a 
result of these interpretations of the law. I observed no 
later than Sunday, November 28, an Associated Press dis- 
patch in the Washington Star which concluded with the 
following amazing statement: 


“To date, the witnesses all have favored a legalized 
pricing system which would permit paying freight costs. 
The only opposition has come from the FTC.” 


In my opinion a great many morally and intellectually 
honest American businessmen have been misinformed as to 
the effect of the Commission’s decision in the Cement case 
and other similar proceedings by the Commission, and have 
been misled into the alarming feeling that the Federal Trade 
Commission has so interpreted the law that now everyone 
must invariably add actual freight costs on every shipment 
and must never meet a lower price of a competitor. 

And I want to say that if any such interpretation can rea- 
sonably be given to the law as it now stands then my reaction 
is that of Mr. Bumble in “Oliver Twist,” “If the law sup- 
poses that, the law is a ass, a idiot.” 


Recently the Commission adopted a statement of policy 
regarding geographic pricing for the guidance of its staff. 
This statement of policy was designed for the guidance of 
expert attorneys and economists as a standard to be used in 
their consideration of these problems in Commission cases. 








It is a rather complex and difficult document for the average 
businessman to understand. Hence, I would like to say in 
short-syllable words that the Commission has stated officially 
that freight absorption is not “out of the window” and that 
the Commission has not deprived any businessman of the 
honestly and independently exercised right to meet competi- 
tion. I will further state, as strongly as I know how, that 
no businessman acting in a genuinely competitive way need 
fear that the decisions in either the Cement or Rigid Steel 
Conduit cases will be used as precedents for declaring his 
competitive conduct unlawful. Both of these cases were 
recognized by the reviewing courts to be efforts of the Com- 
mission to break up highly integrated and organized con- 
spiracies to prevent any competition in price. The reviewing 
courts likewise agreed with the Commission that the basing 
point practices employed in these industries were the central 
mechanism of price-fixing combinations formulated, main- 
tained and preserved by collusion. 

Of course, the nub of this controversy appears to me to be 
an effort in certain business circles to write an amendment 
into the law to the effect that the mere fact that everyone 
in an industry is employing a basing point or other organized 
system of selling at identical prices shall not be considered 
as evidence of agreement in an anti-trust proceeding. 1 am 
convinced that the success of this effort not only would set 
the anti-trust laws back more than fifty years but also ac- 
celerate a trend toward governmental regulation. It is a 
well-recognized fact that most price-fixing in this enlightened 
age is not accomplished by means of formal contract, signed 
and sealed in the blood of the brothers. Many of you know 
from first-hand experience that a rather forceful discussion, 
in the course of a sales managers’ meeting, of the predatory 
practices of an errant member is often quite adequate to 
bring him into line without need of exacting any formal 
penitential agreement from him. The courts and the Com- 
mission should continue to have the right to make proper 
and reasonable inferences from all the facts and circum- 
stances, if the anti-trust laws are to be effective at all. | 
know of no instance in which the Commission has proceeded 
against any industry solely on the basis of identical prices. 
I know of no contemplated proceeding involving this issue. 
I do not believe that there is any member of the Federal 
Trade Commission who would argue that this should be the 
law. But the Commission and the courts should continue 
to be free to examine all of the circumstances of industry 
action, including the fact, as in the Cement case and as in 
the Rigid Steel Conduit case, that prices remained identical 
and relatively inflexible over long periods of time—periods 
of surplus as well as periods of scarcity—and that buyers 
could almost never find any advantage, even in periods of 
surplus, in dealing with one seller over another. 

In conclusion, let me urge you to lend your personal indi- 
vidual sales technique to selling the anti-trust laws and their 
essentiality to the competitive theory of regulation by the 
natural forces of a free market. Without substantial support 
from top flight sales executives of the business community, 
neither the Federal Trade Commission nor the Department 
of Justice can today “‘sell” the enduring qualities of competi- 
tion as the foundation stone of the American economic system 
of free enterprise. Let me urge you further to help these 
agencies to sell all proper strengthening of these laws and 
their enforcement on a scale commensurate with the im- 
portance of the problem. 

And now if I may have that application blank, I shall 


enroll the Commission as a special member of your great 
organization. 
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NEED OF CONGRESSIONAL ACTION TO CLARIFY THE LAW 
By HAROLD J. GALLAGHER, Partner, Willkie, Owen, Farr, Gallagher && Walton, New York, N. Y. 


Delivered before the 300th Regular Meeting of the National Industrial Conference Board, Inc., New York, N. Y., 
November 23, 1948 


I is a privilege to speak to this distinguished group of 

outstanding business leaders. The subject for discussion 

at this, your 300th meeting of The Conference Board, 
“Government and Business: What Lies Ahead ?”, is timely 
and of transcending importance. It merits your most serious 
study and reflection. 

The responsibilities and burdens of management, due to 
the complexities of our modern social and industrial civiliza- 
tion, are constantly increasing; but at the same time the 
power of management properly to discharge those responsi- 
bilities, by reason of the various governmental restraints and 
regulations of all sorts to which business is subject, is con- 
tinually decreasing. It is not an exaggeration to say that 
the steady encroachment of Government on the domain of 
private business today threatens the foundation of our free 
enterprise system. 

The attacks on the basing point pricing system, which are 
presently causing so much concern to business generally, 
afford a striking illustration. 

For close to a quarter of a century the Federal Trade 
Commission has persistently attempted to impose on Amer- 
ican industry its fetish, uniform f.o.b. mill pricing. It has 
sought unsuccessfully on three separate occasions to persuade 
the Congress to adopt a definition of price—in prohibiting 
price discriminations—which would have required all sellers 
to adopt such a system. Its efforts took the form of an 
attempted definition of price as the “mill net return” which 
the seller received, rather than the amount paid by the buyer. 
Since every sale which involves freight absorption to different 
localities produces a varying “mill net return” to the seller, 
such freight absorption, in the view of the Commission, 
constitutes price discrimination. Nevertheless, the Congress, 
in spite of the arguments of the Commission, has unequivo- 
cally rejected this definition of price in its legislation— 
particularly the Robinson-Patman Act. The Commission, 
however, has now at last achieved the desired result by its 
own administrative decision ; and has succeeded in persuading 
the United States Supreme Court to adopt, practically in 
toto, the very pricing theories that the Congress rejected. 
This remarkable result strikingly focuses attention upon the 
extent legislation by administrative agencies has progressed 
in the regulation of American business. The Federal Trade 
Commission has become one of the most powerful agencies 
of the Government. 

‘he economic and practical effect of the recent decision 
ot the Supreme Court in the Cement Institute Case outlaw- 
ing the basing point system of pricing is presently being 
studied by the Senate Subcommittee on Trade Policies. 

The impact of the decision upon the conduct of interstate 
business is tremendously far reaching; but the full economic 
consequences and the drastic changes to be wrought in our 
national life by this decision have not yet dawned on the 
people of the country. 

As there is some controversy about it, let me first tell you 
what, in my opinion, the Supreme Court actually decided 
in the Cement Institute Case. Briefly stated, the Court 
there unqualifiedly held that the “concerted” maintenance 


by cement producers of a multiple basing point delivered 
price system, resulting in identical delivered prices at any 
given destination constituted (1) an unfair method of 
competition under Section 5 of the Federal Trade Commis- 
sion Act, and (2) price discrimination under Section 2(a) 
of the Clayton Act, as amended by the Robinson-Patman Act. 

It is unnecessary to discuss the conspiracy feature of the 
Cement Institute Case. We would not need to be concerned 
with striking down a multiple basing point delivered system, 
resulting in identical delivered prices at any given destina- 
tion, if arrived at by collusive agreement. But the decision 
went very much further than that. 

The more important aspect of the Court’s opinion in 
that case, is its effect upon the right of an individual seller, 
acting independently, and not in concert with his competitors, 
over whom he has no control, to adopt a sales policy of 
quoting prices f.o.b. the seller’s mill, plus the absorption of 
freight from the seller’s mill to the plant of his competitor 
nearest the plant of the buyer. It is obvious that unless a 
seller can thus make it possible for a buyer to purchase from 
him at a delivered cost no higher than his delivered cost 
when purchasing from a nearer supplier, the business of that 
customer will be lost. 

First, I shall discuss briefly the Court’s application of 
Section 5 of the Federal Trade Commission Act to “indi- 
vidual freight absorption.” 


This section simply provides that “unfair methods of 
competition are declared to be unlawful.” No one has ever 
been foolish enough to contend, as far as I am aware, that 
competitors could lawfully agree or conspire to use a par- 
ticular pricing method. On the basis of the Cement Institute 
Case and the Rigid Conduit Case, decided by the United 
States Court of Appeals at Chicago on the authority of the 
Cement Institute Case, it would seem clear that systematic 
selling by single concerns, at a delivered price with a diversity 
of “mill net returns,” irrespective of phantom freight or 
collusion, is an unfair method of competition in violation of 
Section 5 of the Trade Commission Act. 


In the Rigid Conduit Case the complaint in Count I 
alleged that the respondents violated Section 5 by conspiring 
to use a basing point method of quotation. We need not 
quarrel with that. But in Count II, the commission went 
further and charged that such section was violated, not 
through agreement or conspiracy, but “through their con- 
current use of a formula method of making delivered price 
quotations with the knowledge that each did likewise.” 

The Commission ordered the respondents to cease and 
desist not only collusively, but individually, from engaging 
in this method of competition. On appeal the Court of 
Appeals affirmed the Commission’s order. A review is now 
being sought in the Supreme Court. 

Observing that the parties agreed that the legal question 
presented was identical with the one considered in the 
Cement Institute Case, the Court of Appeals said, “In the 
light of that opinion, we cannot say that the Commission 
was wrong in concluding that the individual use of the 
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basing point method, as here used, does constitute an unfair 
method of competition.” 

The decision seems to rest basically on the ground that 
it was illegal for sellers to quote identical delivered prices, 
since each knew that other sellers were using the basing 
point formula with freight absorption and each knew that 
by using the formula he could quote delivered prices iden- 
tical with those of his competitors. 

The legal implications are far-reaching, namely, that 
knowledge of competitors’ price determining methods and 
pursuing the same methods, may render a seller’s prices 
illegal. It would certainly appear that the court has con- 
demned accepted business practices, practices which are the 
sine qua non to successful business operations under a com- 
petitive economy. Unless businessmen possess this type of 
information and act upon it they are doomed in the market. 

No court of appeals is likely to reach a different conclusion 
and no similar decision is likely to be reviewed by the 
Supreme Court. 

Now, let us consider the Supreme Court’s opinion in the 
Cement Case upon the price discrimination sections of the 
Clayton Act, as amended by the Robinson-Patman Act. 

The opinion indicates that any delivered pricing system, 
including a system involving only freight absorption, whether 
used by sellers in concert or by a single seller, discriminates 
in price between different purchasers within the meaning of 
Section 2(a) of the Robinson-Patman Act, if such system 
results in varying “mill net prices.” This conclusion of the 
Court rests on its acceptance of the Commission’s contention 
as to the definition of the term “price” in the Robinson- 
Patman Act as meaning “mill net,” a definition which the 
Congress rejected. Since a pricing system which involves 
freight absorption necessarily produces a diversity of “mill 
nets,” any such pricing system may violate Section 2(a). 

Even then, the court had a further problem to solve: 
whether or not this pricing system comes within the “good 
faith” proviso of Section 2(b) in that freight was absorbed 
for the purpose of meeting an equally low price of a com- 
petitor. From passages in the court’s opinion we must 
conclude that a seller will be unable to bring himself within 
this proviso, if his sales system “constantly results in his 
getting more money for like goods from some customers than 
he does from others.” 

Has the Court thus created a simple and practical guide 
for lawyers and businessmen? What does “constantly” 
mean? Is that what Congress intended? 

Like so many tests in the Trade Regulation field, the one 
suggested creates another twilight zone, the boundaries of 
which are even more vague than usual. Less than “which 
constantly results” can mean almost anything to a harassed 
seller endeavoring to sell within the law. A safe and ultra 
conservative opinion to a client would, perhaps, contain the 
suggestion that the proceeds from f.o.b. sales should at least 
equal the proceeds from delivered price sales with freight 
absorption. 

Vigilant supervision would have to be maintained over 
sales ; accounting controls would have to be tightened. There 
must be grave doubts as to the practicability of such a test. 
Certainly, it has never received the approval of Congress. 

So much for the decision of the court. 

Now, the Federal Trade Commission, instead of preening 
itself, as it might well have done on its remarkable success 
in the Cement Institute Case, is attempting to minimize the 
importance of the decision by a statement released on 
October 12th last purporting to explain its policy on f.o.b. 
pricing. This, however, is not due, I am sure, either to 
modesty or lack of appreciation and satisfaction in the 
result attained. 









Its obvious purpose is to allay the fears aroused by the 
decision, to persuade the country and the Congress that no 
legislation is needed even to clarify the law and possibly to 
save itself from the caustic criticism which the decision bas 
produced. 

But it has overshot the mark. Its recent statement of 
policy, in which Commissioner Mason did not concur, and 
admitted he could not understand, was plainly designed to 
create the impression that it has adopted definite rules for 
its own guidance and the guidance of its staff which do not 
require further clarification. 

I defy any one to deduce any definite policy or rule from 
the plethora of words used in that statement. The Com- 
mission should be able to express its meaning in fewer words. 
If anything was lacking to demonstrate the necessity for a 
clarification of the law, the Commission’s policy statement 
supplies the need. 

It was plainly designed to create the impression that the 
Commission has an open mind respecting all pricing methods. 
But it contrasts f.o.b. mill pricing with all other methods, 
which it calls “geographic pricing practices,” and the only 
definite conclusion that can be drawn from its statement of 
policy is that all pricing methods are suspect except f.o.b. 
mill pricing. 

In its own peculiar terminology as maintained before, it 
uses the term “price” as meaning “mill net.” This has been 
its objective for years. Yet with a simulation of naivete it 
says that “The reasoning of the Court in the Cement Case 
appears to be based on the view that in the circumstances of 
that case differences in mill net constituted price differences.” 

Time does not permit me to examine all of the inconsistent 
statements made by the Commission in its most recent pro- 
nouncement. One example must suffice. I quote, “There is 
nothing inherently suggestive of collusion in f.o.b. mill 
pricing.” Contrast that with the following: “The Commis- 
sion now holds the view that sustained observance of single 
or multiple basing point systems, which are complex and 
rigid, is in itself substantial even though not necessarily con- 
clusive evidence of collusion.” 

Note the camouflage in the statement I have just quoted,— 
“sustained observance,” “complex and rigid,” “substantial 
even though not necessarily conclusive evidence.” ‘Those 
words, though typical, were not used just from habit. They 
had a calculated purpose. They were intended to create the 
impression tliat the Commission may approve of pricing 
methods other than f.o.b. mill. 

Buyers in each industry ultimately decide the pricing 
method of sellers. The one they favor will ultimately come 
into general use. There will be “sustained observance” of 
it. The terms “complex and rigid” can easily be applied to 
any method in general use. 

Reduced to its lowest terms and stripped of all camouflage, 
the Commission’s own statement in practical effect means 
that delivered prices cannot escape effective condemnation by 
it except possibly in very rare instances of individual and 
sporadic action. 

The Commission contended and the Supreme Court virtu- 
ally held in the Cement Case that the concurrent use of 
basing points by competitors was inherently collusive. It 
now says that it is substantial evidence, with the inference 
that it could be rebutted. 

But if any one believes that the Commission, as now 
constituted, will ever accept affirmative proof of the absence 
of collusion, however strong, he should study its past 
performance and will conclude that it makes no difference 
whatever in practical effect whether the ipso facto evidence 
be deemed substantial or conclusive. 
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The law says that the findings of the Commission are 
conclusive if supported by substantial evidence and the 
Supreme Court has said that the Commission’s expert 
opinions are controlling, and, in the Morton Salt Case, that 
the Commission need only find that there is a mere reason- 
able possibility that price discrimination will injure competi- 
tion in order to support its orders. 

In practical effect, therefore, a review of the Commission’s 
finding will afford no relief to a seller whose pricing system 
has been condemned. In the words of Mr. Justice Jackson 
dissenting in the Morton Salt Case, “judicial review is a 
word of promise to the ear to be broken to the hope.” The 
fact is, that as a practical matter, under the present state 
of the law any difference in “mill net prices” received by a 
seller is discriminatory and illegal when the Commission 
chooses to say so. 


The situation created by the Commission seems to require 
a new approach to the problem and a precise legislative defi- 
nition of what may not be done together with a plain au- 
thorization of acts deemed lawful, which the Commission’s 
policy statement, at least, puts in the doubtful column. 

The Assistant Attorney General of the United States 
in charge of the Anti-Trust Division a few days ago in 
testifying before the Senate Subcommittee on Trade Poli- 
cies stated that a demand for clarification of the law is 
premature. He stated, I quote: 


“The conclusion is drawn that, as a practical matter, 
the only method of pricing safe against proceeding under 
the Act (the Trade Commission Act) is pricing on an 
f.o.b. mill basis. It is therefore urged that Congress 
should clarify the law by legalizing freight absorption 
and sale at delivered prices, within such limits as seem 
to Congress to be desirable. The predicament which is 
pictured is I think, greatly overstated. In the first place, 
the prohibitions of the Trade Commission Act come into 
play upon issuance of an order by the Commission, and 
then only after court affirmance of the order if review 
is sought. Such an order operates only prospectively and 
there is no provision for penalizing prior conduct.” 


In other words, the Assistant Attorney General seriously 
suggests that, as a practical matter, businessmen against 
whom no cease and desist order has been entered are safe 
to proceed to absorb freight as heretofore; they may ignore 
the law. as interpreted by the courts, until the Federal 
Trade Commission cracks down on them and finally, after 
a lengthy and expensive trial, succeeds in making a cease 
and desist order effective after it is sustained by a court on 
review. Go ahead and maybe you will never be hurt, and 
meanwhile, do not cry until you are hurt. 

This may be all very well so far as the violation of Sec- 
tion 5 of the Federal ‘Trade Commission Act is concerned. 
But it affords no comfort to a businessman who in the light 
of the possibility that his methods may at any time be at- 
tacked, must decide whether he shall expand his business 
and invest large sums of money by building new plants or 
facilities, and if so, where he may sately do so without the 
risk of sustaining great financial loss if his pricing system 
is later successfully attacked. 

This advice, I assert, smacks too much of government of 
men and not of laws. It is too much opposed to our tra- 
ditional American ideals of justice and equality to afford a 
justification for postponing or making unnecessary a clari- 
fication by the Congress of an admittedly confused state 
of the law where justice and the demands of business re- 
quire certainty. It affords more a reason I say for clarifi- 
cation than for inaction or delay. 


But even though it may be said for the reasons given by 
the Assistant Attorney General that no penalties will be 
visited upon businessmen for a violation of Section 5 of the 
Trade Commission Act, until after a final cease and desist 
order, that is not sufficient for their protection in continuing 
to ignore the law. 

Regardless of what action the Federal Trade Commis- 
sion may or may not take, either under the Trade Com- 
mission Act or the price discrimination provisions of the 
Clayton Act, as against particular individuals or corpora- 
tions—businessmen are nevertheless charged with knowl- 
edge thet the Supreme Court has held that a variation in 
“mill net” received by the seller constitutes price discrimi- 
nation, and that as a practical matter an almost impossible 
burden is on him to prove that such discrimination is not 
illegal as not lessening competition. 

A seller must also always bear in mind that the Supreme 
Court has held that a seller’s method of pricing which 
“constantly results in his getting more money for like goods 
from some customers than he does from others” is an il- 
legal discrimination and may not be justified, under the 
good faith proviso, as meeting competition. 

He must also not overlook the provisions of the Anti- 
Trust Laws which gives to any one, customer or competi- 
tor, who claims he has been injured by the discrimination 
in price, a right to recover triple damages for whatever 
amount he can convince a jury that he was damaged as a 
result of such discrimination. 

It is far too dangerous I say, therefore, for any industry 
to be lulled by a false sense of security induced by propa- 
ganda and misleading pronouncements of the Federal Trade 
Commission, to adhere to a pricing system other than an 
f.o.b. mill price. The risk of these suits for triple damages 
on account of violations of the Robinson-Patman Act in ad- 
hering to a delivered pricing system, is too great to assume. 
The risk of financial loss in expanding facilities at existing 
locations if unfavorable from a competitive standpoint, if 
f.o.b. pricing is required, will be too great in most cases 
to warrant businessmen taking the chance of having their 
existing pricing system upset, and their plants rendered 
obsolete. 

The confusion and dislocation to be caused by a wholesale 
shift in pricing methods should be, and can only be avoided, 
by a prompt clarification of the situation by the Congress. 

Senator Capehart, as chairman of the Senate Subcom- 
mittee on Trade Policies, at the beginning of the hearings 
before it, aptly posed the problem. He said: “The only 
issue is whether sellers, acting independently and separately 
and in the absence of conspiracy, should be permitted to sell 
their products on national uniform delivered prices, uniform 
zone prices, or by absorbing freight to meet the lower 
prices of a competitor whose plant is located closer to the 
customer.’ 

The inability of a seller to absorb or equalize freight 
would have serious practical consequences, some of which 
may be briefly noted. 

A supplier without competitive plants in his immediate 
locality would have a geographical monopoly of all cus- 
tomers nearer his plant than the plants of his competitors. 

More distant competitors would be unable to penetrate 
that monopoly without reducing their f.o.b. factory prices 
to all customers, which most of them could not afford to do. 
Most large plants have been set up for a nation-wide market 
and cannot operate efficiently or at low cost if limited to a 
local market. 

Buyers at a considerable distance from their suppliers 
plant will pay higher delivered costs than formerly and find 
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competition difficult with their competitors closer to the 
source of supply. 

Their only solution will be to move their plant closer to 
their source of supply or induce their supplier to set up a 
new plant nearer the buyer. In these days of high con- 
struction costs and limited factory sites this is difficult. 
Moreover, the disturbances resulting from relocations would 
cause great losses both to the owner, the community, and 
the employees, who would either become unemployed or 
forced to move elsewhere to find employment at a great 
personal cost and sacrifice. 

Almost every supplier of a finished product is also a buyer 
of raw materials, he will now pay a higher delivered cost 
whenever he is at a distance from his source of supply. 

A seller holding a considerable geographical advantage 
would find it economically possible to raise his f.o.b. fac- 
tory prices without fear of competition from more distant 
competitors if such price increases do not exceed the freight 
disadvantages of his competitors. 

The effect on the railroads through loss of freight may 
well be serious. It is important that this phase of the mat- 
ter be given careful consideration. All people recognize the 
paramount position of the railroads in the matter of na- 
tional defense. 

The foregoing are only some of the many consequences 
that will be felt and which will cause greater hardship to 
small business with fewer plants, than to large suppliers 
with widely distributed factories or with the financial 
strength to provide such additional factories throughout the 
nation. Fears have been expressed of “small ghost towns.” 

There would seem to be no doubt whatever that the re- 
vision of the heretofore accepted pricing system will do 
exactly what the Anti-Trust Laws were intended to pre- 
vent, namely, to create monopolies and restrain competition 
by eliminating all competition from the geographical terri- 
tory in which the favored plants are located. 

What are we going to do to dispel the fog and uncer- 
tainty now prevailing? 

Businessmen are entitled to know with reasonable cer- 
tainty the rules of the game that govern the operation of 
their business. 

It is an axiom that all men are conclusively presumed to 
know the law and that ignorance of the law is no defense. 
We all know how unrealistic this is, particularly in the field 
of the Anti-Trust Law. It is extremely important, to say 
the least, that the law governing the regulation and con- 
duct of business be made so clear that a businessman who 
earnestly wants to operate his business within the law can 
find out somewhere what that law really is. The vast 
majority of businessmen in good faith desire to observe the 
law. But if no one knows what it is, how can they be ex- 
pected not to violate the law? How can they justly, in such 
circumstances, be held liable to heavy penalties for some 
doubtful violations of which they could not reasonably be 
aware? The present uncertainty in the minds of business cre- 
ates a difficult problem of business planning. Shall a new 
plant be built? Shall facilities be expanded, and if so, where? 
Unless Congress promptly clarifies the law, businessmen 
must either decide to take great risks or they must stop 
and await further developments until they know where they 
stand. Such a condition creates a serious impediment to 
any organization. 

Now the simple issue as stated by Senator Capehart should 
be resolved promptly and with certainty on the basis of 
what the Congress, in its wisdom, deems to be in the best 
interest of the American people. If it concludes on balance 
that f.o.b. pricing is preferable, then let it be clearly so 





provided by law, so that all businessmen shall know what 
the law is and be bound by it. If, on the other hand, it 
determines that Senator Capehart’s issue should be decided 
in the affirmative, then let Congress so state that fact un- 
equivocally in words that cannot be misunderstood or mis- 
interpreted by any administrative agency or by any court 
in the land. 

It is my belief that a clarification of the existing laws is 
badly needed. The clarification should seek to accomplish 
this objective: To permit individuals to sell at a delivered 
price without regard to uniform mill nets, providing that 
diversity of mill nets results only from the actual freight 
or cost of other transportation, or costs incidental thereto, 
allowed or defrayed by the seller. Legislative action along 
this line should legalize systematic freight absorption when- 
ever necessary to meet competition. Legislation alone will 
permit business to operate safely under practices which 
Congress has heretofore refused to outlaw. 

In conclusion, let me say this: The discretionary and al- 
most arbitrary power now vested in the Federal Trade 
Commission over business generally in the United States, 
subject as a practical matter to no control by any court 
or other body, is far too great in a democracy to be pos- 
sessed by a few men responsible to no electorate, no matter 
how able or well intentioned such men may be. By reason 
of administrative action supported by judicial decision, such 
control has become far greater than the Congress at any 
time ever intended to give or thought it was giving, and is 
far greater than is generally realized by the American peo- 
ple until they have the personal experience of seeing how it 
works. Power feeds on power and constantly expands. As 
an illustration, let me point to the following: Within the 
last two weeks an important staff member of the Trade 
Commission testified before the Senate Subcommittee on 
Trade Policies. In referring to the power to hold a prac- 
tice illegal if the Commission finds a reasonable possibility 
of injury to competition, he said: I quote: “I think the 
Commission should have precisely that power. It is a ques- 
tion of how you use that power. I think the Commission 
needs that power. So you must not take that power away 
from us. We need that power. We are the umpires of the 
competitive system and we need lots of power to do that 
job.” 

More appropriately, the Commission might be called the 
czar or dictator of the Competitive System. Now that per- 
son was unquestionably sincere. The whole tendency of 
persons engaged in his line of work is to think of them- 
selves as the guardians and protectors of our economic sys- 
tem, and it is quite natural to exaggerate in their own minds 
the importance of their mission. But how long can free 
enterprise thrive on such a philosophy? 

The free enterprise system which has made this country 
the greatest industrial nation in the world, and has been 
responsible for the winning of two world wars in the past 
thirty years, and at the same time provided the highest 
standard of living ever known cannot survive if such un- 
controlled power continues to be possessed by a regulatory 
commission over business. Such controls, as are now exer- 
cised, are consistent only with an economy of statism—and 
not of a liberal democracy of free competitive enterprise— 
one or the other system must prevail. Which shall it be? 

I am not proposing, of course, any relaxation of the Anti- 
Trust Laws or their proper enforcement. Nor do I counte- 
nance any collusion or conspiracy to restrain competition, or 
to create monopoly. I do emphatically say, however, that 
the free enterprise system demands that individual business- 
men be given every reasonable opportunity fairly and freely 
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to compete in as wide a trade area as they wish and not be 
confined within comparatively small regional areas. 

If we are to preserve our American system of a dynamic 
free economy, a way must quickly be found to exercise some 
appropriate control and impose some restraint over such an 
agency as the Federal Trade Commission. This may per- 
haps be accomplished by requiring, first, that its findings 
shall be supported by evidence of such probity and weight 
as will preponderately and manifestly demonstrate that the 
conduct complained of will, with reasonable probability and 
not just possibility, substantially lessen competition and, sec- 
ondly, to provide that orders of the Commission shall be 
subject to review by an Appellate Court in the same manner 
and to the same extent as decisions of the District Courts 
in civil actions tried without a jury. Such a review has 
recently been provided for in decisions by the Tax Court. 

The recent Administrative Procedure Act is a step in 


the right direction but it does not go far enough. Again, 
as an alternative, the problem might be dealt with as pro- 
vided for in the O’Hara Bill as reported favorably by the 
House Judiciary Committee in the last Congress. This 
bill would have separated the functions of the Commission 
so that it would investigate and prosecute alleged violations 
of the Anti-Trust Acts, not before itself, but before the 
District Courts, thus depriving the Commission of its semi- 
judicial functions. 

Unreviewable decisions of any administrative body tend 
inevitably to administrative absolutism. No one can be so 
arbitrary as one who knows that no appeal can be effectively 
taken from his decision. The mere existence of an adequate 
right of review will in and of itself promote sounder, more 
careful, as well as more prudent action by a trial tribunal. 
Thus justice under law will triumph to preserve and keep 
inviolate our own American way of life. 


International Economics 


RESULTS DEPEND ON POLITICAL STABILITY 


By CALVIN B. HOOVER, Dean, Graduate School of Arts and Sciences, Duke University, Durham, N. C. 
Delivered before Semi-Annual Meeting, Committee for Economic Development, New York, N. Y., December 9, 1948 


Hf profession of crystal-gazing and foretelling the 

future is certainly one of the most ancient and occas- 

sionally it has been honorable. It never has been safe. 
I suppose it is more hazardous and less honorable at the 
present time than any other time one can easily recall. 

| make those remarks not purely out of facetiousness, but 
to explain why it is that as nearly as possible | am going to 
try to get away from the crystal-gazing and foretelling as 
much as anyone. I am going to talk to you in terms of the 
work with which I have been intimately connected and try 
to give you some idea of what the next four years might 
bring forth in terms of the problems and prospects as | saw 
them in connection with that work. 

{ am going to skate very lightly over certain portions of 
the subject. ‘The parts which | will touch upon only lightly 
are those about which, although they are enormously impor- 
tant, | am afraid we cannot do very much about. I shall 
devote my attention primarily to the field of international 
economics in which we are already engaged and have some 
prospect of getting some results. 


1 am going to assume that there is not going to be a major 
war, that is to say, a war with Russia, within the next four 
years. That assumption really has nothing to do with the 
facts of the matter, because it is quite possible we will have 
a war. Furthermore, it has nothing to do with faith on my 
part that it will not happen. It is just simply that I don’t 
think any useful discussion could be had of this topic if we 
assumed that a war were going to happen. So, for that 
rather depressing reason, I exclude it from this discussion. 


1 am going to assume that something like the present cold 
war will continue for the next four years. I have no doubt 
that it will get considerably hotter than it is now, that the 
best we can hope for is that it will not reach the stage of 
military operations. During the next four years, however, 
there is some prospect that we may lay the foundations for a 
new situation that may enable us to move during some 
indefinite period in the future, away from the present situa- 
tion which I think all people find so intolerable. 


The situation in the Far East will exert great influence 
over the events of the next four years. That fact, in addition 
to the European situation and the cold war with Russia, 
absolutely insures that the next four years economically and 
politically are going to be years of very great stress, strain 
and danger. 

It certainly is not going to be a settled period. There is 
no way in which it possibly could be made so. Some fortunate 
developments may take place; | think they are not out of 
the question. At the end of the next four years we may be a 
lot better off than we are at present, but it is quite unlikely 
that we are going to have a nice, quiet, constructive develop- 
ment of events abroad during that period. 

As far as the Far East is concerned, we all know how 
bad the situation is there. Unhappily, it appears that China 
will be under communist control before very long. | hope 
that doesn’t happen, but I can see no reason for supposing 
that it will not. 

If matters stopped there, we wouldn’t need to be so much 
concerned about it because, fortunately, the world has not 
been drawing very heavily on Chinese resources. As a matter 
of fact, China has been very largely a drain on the rest of 
the world in the last decade or two. Consequently the loss 
of China in terms of economic resources will not constitute 
a vital economic loss to what we might call the civilized 
world. 

As a market, of course, China has some importance, but 
in terms of dollar value it is a market than can be very 
easily replaced. It is an interesting and never-to-be-forgot- 
ten fact that we can always have all the markets we want 
if we are willing to give other people the money to buy 
things from us. 

So if we should lose the Chinese market, it would be a 
very simple thing, if we wanted to do it—I wouldn’t favor 
it for a moment, you understand—to give the Europeans 
more dollars, or more sensibly to give our own consumers 
more dollars, and dollar-wise, the loss of the China market 
would just wash right out. 
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It would make some difference in terms of commodities 
that would be taken off the market, but dollar-wise, I repeat, 
the results would not be very different. 

Unhappily, what happens in China is very likely to have 
very serious reprecussions in the rest of the Far East, which 
is none too stable anyhow, as we all know. The Far East 
has depended upon Burma to a considerable extent for the 
excess rice crop that Burma was accustomed to put in the 
far eastern market, but since the British left Burma, that 
country has not been able to settle down. and it looks as 
if the Far East would not have the Burmese rice that 
formerly was such an important factor in that area. 

We know something of the situation in Indo-China. 
With China likely to go communist, Indo-China is likely 
to go the rest of the way into communist control. Con- 
sequently the Far East will almost certainly be in great 
turmoil during the next four years. Indonesia and some 
of the other areas of the Far East are important to Europe, 
both market-wise and asa source of raw materials. So to 
the extent that the Far East is in an uproar and doesn’t get 
settled down, it will make the task of European recovery 
somewhat more difficult. 


It is not out of the question that economic recovery in 
Europe can take place and be on a fairly stable basis, even 
though the Far East is in a considerable state of distress, 
but it will simply make it rather more difficult. 

I do not think that the prospects of Soviet Russia being 
able to organize China and the Far East in order to draw 
very great resources from that area is a matter which need 
give us very great immediate concern. Eventually it may 
be extremely serious. It raises very serious questions for us 
vis-a-vis Japan. It makes the problem of the rehabilitation 
of Japan immensely more important and much more pressing. 

I do not think that during the next four years, the 
Russians will be able to draw very great resources from 
China at least. However, this should be noted, and I 
think it is very important to note this in comparison with 
our own economic policy vis-a-vis any countries in which we 
intervene: compare it with the economic policies of Soviet 
Russia in any country in which it intervenes. 

One of the very serious problems any time we try to as- 
sume responsibility for the economic development of any 
country in Europe or anywhere else is that the moment we 
give that country money, or try to have any influence in their 
political affairs, we very quickly begin to assume a broad 
responsibility which reaches all the way down to include the 
standards of living in those countries. 

That was most noticeable in Paris last summer when | 
was working with Mr. Harriman and Bill Foster in work- 
ing out the economic plans of the organization for European 
economic recovery. 

As far as the Greeks, for example, were concerned, well, 
frankly, they simply considered themselves our “clients.” 
They figured we had to take care of them somehow. It was 
perfectly plain, as far as they were concerned, that they 
figured we were responsible for their country, responsible 
for it militarily, responsible for it in the main politically, 
and responsible for it in terms of the standard of living. 

When we go into any country we very quickly get our- 
selves in a state of mind—and I think it is an inevitable 
result of our whole national culture and point of view— 
that we dare not let people starve, we dare not even let 
them get very hungry. That is the way I feel about it, 
and I think that is the way we all feel about it. 

So when we go into any country, economically, politically 
or militarily, we always send goods into the country without 
requiring payment for them. When the Russians go in they 








always take goods out. If you had a communist government 
in Greece, I will bet you my hat there would be considerable 
shipments of olive oil to Odessa, even though Greece were 
practically starving, while goods exports to Greece from 
Russia would be almost non-existent. 


There is a sharp difference between the problem which 
we inevitably face and the ones which the Russians face in 
dealing with their countries. Our side, of course, dealing on 
the basis I have outlined, has very substantial advantages, 
which involve substantial handicaps as well. 


What ECA has done in Europe so far makes it plain 
that as far as rebuilding Western Europe is concerned eco- 
nomically, the task is within our capacity and within the 
capacity of Western Europe. With cooperation the goal 
can be attained. 


Let me offer you what evidence I can of that. Agricultural 
production in Europe this year was from 90 to 95 per-cent 
of what it was immediately pre-war, which means an 
astounding recovery. 


In so far as industrial production is concerned, there are 
no really precise and dependable statistics for all Western 
Europe, and indeed there are very few dependable statistics 
for any of the separate countries. As nearly as we can 
estimate, I should say that industrial production in Western 
Europe at present, outside Germany, is about 115 to 120 
per cent of what it was in 1938. 


That really means something, to think that industrial 
recovery is actually that much, 15 to 20 per cent above what 
it was pre-war. This production is not just doodads and odds 
and ends. !f you go through steel production and other 
basic figures, you will find that figure is supported. 

The figure ranges from countries like Italy where they 
are about back to pre-war, through Germany, which | 
didn’t include in my general average, where production has 
returned, on the latest reports, to 73 per cent of the 1936 
basis; to the United Kingdom where Sir Stafford Cripps 
last summer claimed industrial production was up as much 
as 25 per cent; to Scandinavia where some of the Scandina- 
vian authorities say it is up as high as 30 or 35 per cent, 
and so on around through the various parts of Europe. 

That picture in many ways, of course, is far too optimistic. 
There are very serious difficulties that exist. For one thing, 
remember that all of this production is supported by a very 
large deficit in the balance of payments which we are carry- 
ing, and that deficit in the balance of payments has been 
running at perhaps some $6 billion. With good fortune it 
will be a little under $5 billion from July 1 through June 30 
during this current fiscal year, and it is going to be a most 
serious problem how much Europe in four years can reduce 
that $5 billion deficit in the balance of payments. 

Actually it is more than that, because the military aid to 
Germany, which runs perhaps $600 million or something of 
the sort is not included in this figure. Whether that can be 
pared down to some figure that can be carried out of ordi- 
nary loans and investments by business abroad by 1952, is 
certainly very much of a question. 

However, that recovery could have taken place to the 
degree which I have mentioned is a striking thing. Serving 
Mr. Hoffman and some other members of CED on the 
President’s Committee on Foreign Trade, which as you 
know was set up a year ago last summer, we viewed the 
problem from the standpoint of what the minimum was 
that Europe needed, and what the maximum was that we 
could give without danger to our own economy. 

One of the things we had to figure out was: how much 
recovery can you expect? I would say, purely in terms of 
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production and looking at nothing else momentarily, that 
Western Europe has done surprisingly well; better than we 
had expected. 

However, this business of deficit in the balance of pay- 
ments remains an exceedingly serious problem. The United 
Kingdom has made remarkable strides in dealing with its 
problems. Mr. Reed has already referred to that. The United 
Kingdom has done what it has by carrying out an austerity 
program which has almost no counterpart, so far as | 
know, on the Continent; no counterpart at least in terms 
of a government which has consciously carried out such a 
program. 

One of the things that always made the Britishers very 
sore when they went over to Paris was the wonderful meals 
they could get there. It was such a contrast to what anyone 
could get in the United Kingdom. 

To a considerable extent this reflects the lack of political 
stability in France, which represents one of the most serious 
problems with which economic recovery is confronted in 
Europe. Actually, it is ironic that France, which is doing 
the worst job of all Europe in terms of economic recovery 
that they pay for themselves, ought to be doing the best 
job, for in many ways France has the easiest task of any 
of the ERP countries. 

\t present the French are not paying for a nickel’s worth 
of the commodities they import. That is to say, their total 
earnings in foreign exchange from their exports, both visible 
and invisible, are hardly enough to cover their invisible 
imports, and every dime’s worth of commodities which they 
are getting from abroad is on the cuff. They are of course, 
borrowing from the United States or getting grants. But 
that is also true as far as the United Kingdom is concerned, 
it is true as far as Belgium is concerned, it is true as far 
as most other countries are concerned. 

Until you have political stability in France the prospects 
of reducing this balance of payments in Europe to something 
like tolerable proportions is out of the question. However, I 
repeat that the problem is not by any means an insoluble 
one. The French budget came fairly close to balancing until 
about June or July of this year. 

lf krance could get a government in power once that 
carried out a reasonable program of taxation so that eventu- 
ally taxes could begin to mop up some of the excess purchas- 
ing power, so that you could get French exports pushed out 
of the country and some of the luxury living that is going 
on curtailed (not on the part of the workers, because their 
Wages now in terms of purchasing power are substantially 
less than they were before the war), the French situation 
could clear up with surprising speed. 

To summarize: The economic problem in Europe is 
indeed difficult. It is probably true that the best you could 
possibly figure is that there will be an uncovered deficit in 


the balance of payments for Europe as a whole of a billion 
dollars by 1952. I don’t think it will really get down that 
low. I think it is much more likely that at the end of the 
official period there will be a deficit in the balance of pay- 
ments of at least a couple of billion dollars, but you could 
chop off one billion simply by fiat, and Western Europe 
could probably manage somehow. 

I think indeed that the most generalized statement of the 
economic problem in Europe is in terms of the very difficult 
problem of how much the standard of living in Europe can 
be allowed to rise without making it impossible for Europe 
with its exports to pay for its imports. That is a very 
delicate problem, as you can imagine. We faced it in our 
dealings between ECA and the various committees of OEEC. 
Hardly any government can go to its people and flatly say, 
“We are going to keep you on the same standard of living 
you are on now for the next four years.” 

At the same time I think it is necessary on our part that 
we make it plain to the European countries that there is a 
limit, that we do not look with favor on allowing the 
standard of living in those various countries to rise markedly. 
If we do allow this to happen at the end of this four-year 
period we will still have $4 billion or $5 billion at least 
of uncovered deficit in the balance of payments. 

I must now give you a concluding sentence, and it is, 
that by proper economic policy—and I believe we are follow- 
ing that policy now with reference to ECA—we can lay 
the foundation for a degree of revival in Western Europe 
so that after four or five years it will present such an 
obstacle to Soviet expansion that we can look forward at 
the end of that time to some hopes of Soviet withdrawal 
from the present effort to absorb Western Europe into 
their economic and political empire. 

I do not think in the long pull it is a good thing for us 
to be in the position of having to keep house for the Euro- 
peans and make ourselves responsible more and more for 
the political and economic decisions which rightfully should 
be theirs. That is the sort of thing that would happen if 
we did not set up some sort of terminal facilities for the aid 
which we are sending to them, which they do indeed need 
now and upon which they can base their future economic 
recovery. 

Finally, it is the political situation that eventually will 
determine what will happen. Economics can lay some kind 
of a foundation, but, unless Europe can attain political 
stability, and particularly unless you can have stability in 
France, unless we can prevent an explosion which makes 
the cold war a hot one, then everything that we can do 
economically will be lost. For the moment the economic 
front in Europe remains the one on which we can act 
effectively, on which we are acting and on which I believe 
we are moving in the right direction. 


Our Tomorrow 


“MEN AND WOMEN WHO COMMAND SPEECH ARE NEEDED” 


By RUPERT L. CORTRIGHT, President, Speech Association of America; Director, Department of Speech, 
Wayne University, Detroit, Michigan 


Presidential Address Delivered Before the Speech Association of America, Washington, D. C., December 28, 1948 


grateful acknowledgment to fifteen Past Presidents of 
the Speech Association of America whose positive sug- 
gestions and helpful criticisms have contributed richly to 


| PRECEDE my remarks this morning with a word of 


whatever I may have of value to discuss with you during 

these 20 minutes. Fra) 
‘These days between Christmas Eve and New Year’s Eve 

have been called The Season of Visions. On Christmas Eve 
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there is the vision back across the proud years of our inspira- 
tional heritage. On New Year’s Eve there comes the vision 
of a new tomorrow whose hours hold all our confident hopes 
and dreams. This is an appropriate season then, on one of 
the last waning days of another year of achievement for 
you and me to think together about our tomorrow. 


| wish I possessed the skill of an Ingersoll to paint in 
words the vision of our past as a profession and as a profes- 
sional association. I see a little group of courageous, far- 
sighted men breaking away from the National Council of 
Teachers of English to organize the fore-runner of our 
present Speech Association of America, 34 years ago. During 
that first year the predecessor of our Quarterly Journal of 
Speech went to 160 subscribers. Now we print 5,500 copies 
of each issue. Twenty-five years ago there was almost no 
graduate work in our field. Last year alone 450 advanced 
degrees were granted in the field of speech by 52 institutions. 


Since our Silver Anniversary Convention here in Washing- 
ton eight years ago the number of our Sustaining Members 
has more than tripled (1,200 now!) and our Association 
income has nearly doubled. The American Educational 
Theatre Association has tripled its membership within the 
last two years. It is estimated that last year in the United 
States more than half a million plays were produced by non- 
professions (that’s 1,400 a day!) ; over 20 miilion sermons 
were preached ; and quite a few political speeches were made 
—some in vain! 

The General Motors organization estimates that 1,200 of 
its employees receive in-service training in speech each year. 
The Ford Motor Company alone spends 10 million dollars 
annually on its industrial relations program—and a large 
part of it is communication, discussion, conference and 
leadership training, speech! 


Since the end of the war, the number of standard radio 
stations has doubled (2,000); the number of FM stations 
has increased thirty times (1,400) ; the number of television 
stations twenty times. The number of regular listener-seers 
of television programs has now reached 4 million. Since 
mid-summer people have been buying receiving sets at the 
rate of upwards of $20,000,000 worth a month! 

In the few years since the Speech Association of America 
was born has come radio, then the talking picture, now tele- 
vision. Yes, in the past 20,000 heard Lincoln at Gettys- 
burg, but in our time 40 million heard one of Franklin 
Roosevelt’s fireside chats. A single word increased in instan- 
taneous power of influence 2,000 times! Even such a sketchy 
vision of our breathless past foretells inevitably tomorrow’s 
decade, which will be—as has no other in history—the 
Speaker’s Decade. 

But recently there has come to this city, in desperate hope, 
that charming emissary from most distant China—and she 
made the full journey half way around the world in less 
time than in early May of 1787 it took George Washington 
to go from nearby Alexandria only up to Philadelphia for 
that “Great Rehearsal.” So has the horizon of our influence 
expanded and the concern of our tomorrow become as wide 
as is the limit of our vision and our energy. 

And who are we to take such a happy view of our poten- 
tialities, such a heavy view of our responsibilities ? 

First, we are citizens of the nation which will have more 
influence than any other upon tomorrow’s world. 

Second, our work is that of teaching those who will make 
up tomorrow’s nation. 

Third, our field of teaching will better equip each future 
citizen to make his knowledge and his skill more influential. 
Almost a century ago, points out Historian Allan Nevins, 






of Columbia, Frederic Law Olmsted wrote to a college 
classmate: 

“There’s a great work wants doing in this generation, 
Charlie,—let’s off jacket and go about it.” 

Let me first point out that work which we can do as an 
Association. Then there is work which we must do as 
individuals. Since “In today already walks tomorrow,” we 
have a first obligation in any planning ahead to maintain 
our present strengths. I would list these as: 


THe Spescu AssociAtTion’s Work 


I. The loyalty and essential unity of the members of the 
Speech Association of America. The steadily increasing 
number of our Sustaining Members is one evidence of this. 
Even so, while the number of speech teachers must easily 
have trebled since during the war, our membership has not 
even nearly doubled. Somehow we must find a way to bring 
the full cooperative force of a greater majority of all speech 
teachers into tomorrow’s Speech Association of America. 

Does this mean that we cannot much longer postpone the 
decision to establish a permanently located and permanently 
staffed business office? Does it indicate that a responsibility 
as important as that of our Executive Secretary cannot much 
longer be regarded as a sideline, part-time job? If so, this 
may be the time to begin planning. But our planning needs 
to be courageous and far-seeing. I have been increasingly 
impressed by the inefficiencies and costliness of three separate 
business offices, for instance, for our three Associations: 
AETA, ASHA, and SAA, I know the economies could be 
great—the results for each Association much more advan- 
tageous. At first thought you may consider such a suggestion 
unworkable. I am certain that it is not. I am sure it must 
eventually be brought about, and there are many in all three 
organizations who share this view. Short of that goal we 
must continue to be less efficient and less effective than we 
ought to be. All other officers except a full-time paid Execu- 
tive Secretary might be as separate and distinct as now. All 
of the advantages of separateness would be retained, plus 
the advantages of more favorable purchasing of supplies in 
larger quantities, fuller utilization of certain equipment, a 
more specially trained staff, and the closest cooperation in all 
business matters. 

May this not be the time to set up a study committee 
which might even be given two years to investigate all phases 
of this suggestion’ I believe the loyalty and concern of all 
the members of all our associations demand that we somehow 
provide that kind of forward-looking leadership. Even as 
radio, talking-picture, and television have revolutionized our 
recreational lives, so have new equipment and new methods 
revolutionized the business world. Scholars and teachers may 
not necessarily be skilled in the arts of business. Just as we 
expect to be called upon as experts in speech to cope with the 
speech problems of individuals, so should we ourselves call 
upon business experts to help us with that phase of our 
Associations’ lives. 

II. I take pride also in the past and present Quarterly 
Journal of Speech and covet for it an ever grander future. 
A distinguished succession of leaders in our field has edited 
it to its position of high repute among the professional 
journals. There must ever be a Journal in our future—per- 
haps someday it may come more often than a Quarterly, 
perhaps not. Certainly quality always will be more important 
than quantity. 

I for one earnestly hope we may never make the mistake 
evident in some of our fellow associations of issuing separate 
journals for college and secondary and elementary fields. We 
must keep our thinking straight and our planning strategic. 
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We ought not in one breath complain about the lack of 
understanding and cooperation between the university and 
the secondary and elementary levels—then in the next breath 
propose separate journals to make it more certain that 
university “educators” will read even more narrowly, that 
our communication across all areas of our field may be 
further hemmed in and restricted. 


You tell me you have no time to concern yourself with 
speech education all the way from kindergarten through the 
graduate school? Then I say to you: You might well check 
up on your speech philosophy—perhaps it’s out of focus! 
Nor will | be even slightly intimidated from this position 
by those who excuse their narrow interests by wrapping 
about themselves the sainted guise of the intently deep 
scholar! Even atom scientists these days seem intent upon 
expanding atoms. So may our Journal never lose awareness 
of the wide horizons of its service to our whole field from 
the beginning all the way through the educational process. 


III. ‘Too much cannot be said about the important role 
of research in contributing to our future. Here, also, we 
have much in the past for which to be grateful. Since 1934 
we have published an annual volume of research in our field 
—recently 2 volumes per year. The bringing together in 
Monographs of the complete records of graduate work in 
speech has constituted a fine service to the profession. That 
we have now expanded this to include abstracts of theses 
is an additional service not only to scholars and research 
experts, but to every teacher who may have the imagination 
and the vision to see in some thus-discovered bit of research 
a way to improve his teaching. 


In the promotion and encouragement of scholarship and 
research, there is much more that can be done. Perhaps we 
may secure research foundation support for broad projects in 
which many universities can participate. Perhaps through 
the Journal, or in some other way, we might make it 
increasingly possible for graduate students to be helpfully 
in touch with one another’s on-going projects. Also in this 
area our Association is proud of having brought to publica- 
tion the two-volume History and Criticism of American 
Public Address—has several other volumes now in process of 
preparation. These are additional fruits of the cooperative 
efforts of our united profession. 


IV. We may well be proud of our Association’s continu- 
ing awareness that the college and university must build 
upon the product of the secondary and the elementary 
schools. As early as 1923 we had off the press our Associa- 
tion’s first pronouncement upon the aims, procedures, and 
course outlines for an entire secondary school speech curricu- 
lum. Excellent articles already have been arranged in such 
journals as the Bulletin of the Secondary School Principals’ 
Association, there has been the special Elementary School 
book,—several more are being planned. 


The demand for speech training in the schools grows 
steadily heavier. Yet everywhere there are the besetting 
obstacles of lack of time in already-crowded curriculums, 
lack of consideration from accrediting agencies, no considera- 
tion for speech in college entrance requirements, its absence 
from the qualifications for teaching certificates. Somewhere, 
somehow each of these obstacles has been overcome. We need 
to make our counsel in these matters available to state 
departments of education, to local boards, and to superin- 
tendents and principals. The leadership belongs to us. If 
we neglect it, it will be assumed by others. 

V. Our Placement Service is not of lessened importance 
during a time when the demand for qualified teachers 
exceeds the supply. Constantly positions are opening offering 


magnificent opportunities. Is there anything more tragic 
than a position of opportunity occupied by a person who 
lacks the vision, the training or the ability to make of it 
what it might be? To place each member in the position 
where he might do most for himself and for our profession 
is a proper and important function. It calls for a Placement 
Service staffed by experts, better equipped to function with 
speed and efficiency upon a national scale and with staff, 
facilities and location as nearly permanent as possible. 

VI. For the valuable services being rendered by our 
Executive Vice President you will wish to hear his report 
along with reports of your other officers in the business 
meeting immediately following this general session. The 
many publications which have devoted special issues to our 
field, and the valuable influence which we have been able to 
exert through other Associations have been invaluable. 
‘These must continue. 


THe SpeecH TEACHER'S Jos 


Now, however, I would not wish to leave the impression 
that I believe today’s dreams may become tomorrow’s 
achievements just through organizations. No Association 
can make up in any local situation for incompetent scholar- 
ship, poor teaching, and undiplomatic leadership. We must, 
as individuals, measure up to the demands of the times upon 
us. And we must, first and foremost, do our job. Our job 
is to teach speech. It is quite possible to hear extemporaneous 
talks, discussions, debates, radio programs, and plays in 
which certainly the speech part of the communicative process 
receives minor emphasis. We might even gently question how 
far our graduate departments should lay the emphasis upon 
scholarship to the neglect of performance in the arts of 
speech! 

And while we are noting that organization alone is not 
enough, let us bear in mind that there are limits beyond 
which it ought not to go. The recent increasing efforts of 
self-designated groups within the speech field to set them- 
selves up as accrediting agencies can be not only unwarrant- 
ably egotistical but positively dangerous. Let us not seek to 
emulate their arrogance now called in such sharp question 
by the Association of American Universities. 

There is a more important point which some of us may be 
missing in our everyday teaching. President Conant’s Edu- 
cation in a Divided World discerningly points out that 
education has failed to keep pace with our rapidly changing 
country. A writer in the November issue of one of the 
elementary school journals puts it more vividly: “The 
curriculum of today’s school is better adapted to the teacher’s 
generation than to the pupil’s.” 

Think of what has happened within just a few years. I 
called attention earlier to the increasing speed of our trans- 
portation. One effect of this is to throw us into close inter- 
personal relations constantly with many times the number 
of people our forefathers met in whole lifetimes. Think 
of the multiplied opportunities for misunderstandings, for 
differences, for conflicts, for confusions! Is it any wonder 
that maladjusted personalities are such a problem, mental 
and nervous diseases greatly on the increase? Not only are 
there the serious neuroses and psychoses, but such associated 
ailments as colitis, arthritis, neuritis, bursitis, “benign 
nervousness”! From the recent psychosomatic front, a 
research assistant at the Columbia-Presbyterian Medical 
Center reports: ‘‘Many cases of trench mouth and inflamma- 
tion of the gums start out as inflamed emotions.” A psychia- 
trist from Temple University warns: “Look for emotional 
troubles in a patient with eczema.” 

Almost our only recreations even are the super-colossal, 
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emotionally gripping movies, the far from soothing be-bop 
rhythms, the high pressure I-must-tell-you-this-instant radio 
programs with their adventure and soap drama episodes leav- 
ing the listeners to wring their hands until tomorrow, and 
even if you set out for a quiet drive in the country to get 
away from it all that right foot just unconsciously pushes 
lower and lower, until a gentle voice at the right says: “Are 
you in a hurry to get some place? I thought we were going 
to take a leisurely drive!”” Need I say more? 

This is my point: Once we talked of speech training in 
terms of its great valuable contributions to the whole person- 
ality. Now have we relinquished that responsibility to 
psycho-drama and socio-drama? Woolbert and others of our 
proud heritage of scholars pointed out long ago that not 
only is speech the product of the whole organism and thus 
a most sensitive index of nervous balance or imbalance, but 
it is one of the best avenues of approach through which to 
achieve a better balance. Our colleagues in speech correc- 
tion know this well. Let each of us not forget it. You send 
a student out of your classroom a better speaker because he is 
a better-adjusted human being. That is important work for 
our age. 

I cannot leave this point without emphasizing that it is 
good for each of us occasionally to reread such basic state- 
ments of the philosophy of our field as A. Craig Baird’s 
The Philosophy of the Teacher of Speech, and Andrew T. 
Weaver's The Case for Speech in our 1938 and 1939 
Journals. Speech programs built upon the solid foundation 
of those pronouncements will be enduring because they are 
ever adaptable to current needs. 

Finally, | would lay upon our Association the heavy obli- 
gation to be a dual voice for our field: a voice of unity and 
a voice of strength. Our past presidents were almost unani- 
mous in fixing upon the Speech Association of America the 
responsibility to promote a greater sense of solidarity and 
unity in our field. As one put it: “We must throw the 
emphasis upon what we have in common in order to counter- 
act strong centrifugal forces.” Another said: ‘““We must act 
against further fragmentation of Speech Departments.” And 
one, with I think considerable wisdom, suggested that at the 
university level more reliance upon the democratic process 
within departmental functioning might help. That is why 
we must have more democratic functioning within our 
Association also—and the constitution makes that possible 
to you at any time. There are several members of the once- 
famous young Turk rebellion now in reasonably high places 
who can tell you how if you have any doubts! In unity 
there is strength. In division there is weakness. 

You theatre people know well that when theatre is under 
English it is more often drama than theatre—what your own 
Kernodle has well-called decadent drama as mere literature 
rather than as drama come-alive upon the theatre stage. 

When discussion, argument, and debate go elsewhere than 
in Speech, they are too often but weak shadows of their 
potentialities. 

When radio goes elsewhere—when television goes else- 
where, the speech essence of its art is neglected. And so one 
might go through all the elements of our field. 

I make this one generalization without the slightest fear 
that I may anywhere be refuted either by catalogue evidence 
or by the evidence of practice: Where there are separate 
departments within our one field the students suffer! That 
ought not to be. It may also be a little questionable how we 
may talk with a straight face about the contributions of our 
field to human harmony and understanding if we cannot 
come to some unity among ourselves. Personally I am much 
encouraged about our outlook in this respect. 











As Associations and as a profession, we are reaching 
maturity—the kind of maturity which J. M. O'Neill 
eloquently pictured at our Silver Anniversary Convention. 
We are holding in increasing respect the welfare of our 
whole profession and our common broad objectives. We will 
not let pettiness hold us back from the attainments of our 
better selves. And we have been petty, we of the Speech 
Association of America, even about choice of convention 
cities and convention dates. What trivia of difference within 
which to lose sight of our common destiny! Times like these 
call for our unified effort. 

Consider the challenge of television which must bring 
theatre and present about-to-be-extensively-displaced radio 
together. Even in speech correction we see the significance 
of television and we are already working with the potentiali- 
ties of drama. The further deterioration of commercial 
theatre as it has been known in the past and the healthy 
upsurge of the combined community and educational theatre 
assures a greater than ever future for this phase of our field. 


The demands of adult classes and industrial in-training 
programs particularly for leadership training, discussion 
techniques, and development of general expressional ability 
further emphasize that the demands of tomorrow upon us 
are too varied and too extensive to be met by us with any 
but our most united efforts. And this means, above all, that 
we shall sense the breadth of our field and the important con- 
tribution of each and every phase to the whole pattern. 


Just as a University originated as a center—as a place 
for the in-gathering of learning—so originated our Associa- 
tion. It should be a center, not from which pieces break away 
for the greater glorification of little egos! Some will learn 
in time that unless they become parts of movements greater 
than their own lesser activities they will never make their 
maximum contributions either to human learning or to 
human kind! Our Association should become a center into 
which the common elements of all our area will flow and 
from which all of us shall derive new and greater strength. 
Together in harmony and unity, and only together can we 
be equal to the challenges of tomorrow. 


While we are speaking with the voice of unity, we must 
speak with a voice of strength to the nation. Unless we speak 
with a voice having authority, the quacks, the uninformed, 
and the incompetent will. If we shrink back from the respon- 
sibilities which these times place upon us, all professions and 
all men will be the losers, whether we do it from cowardice, 
from complacency, or from the isolationist ivory towers of 
timidity and deep humility! 

There is nothing either brazen or contemptuous about the 
life guard who plunges in to save a drowning person. And 
in a world where freedom is drowning, men and women who 
command speech are needed. Freedom of speech is a mockery 
to those whose abilities to speak instead of having been 
developed have been allowed to atrophy. It will be great 
to be living through tomorrow—greater still to be living in 
the most influential nation in the world—rarest privilege of 
all to be a teacher out from whose classrooms go the makers 
of tomorrow. 


I am proud and count myself fortunate to be a teacher of 
speech, guiding to richest possible fruition the highest poten- 
tialities of those who ever determine tomorrow. In this age 
when telephone, talking picture, radio, and television have 
made the role of speech overwhelmingly transcendent, it 
will be, indeed our tomorrow. 


“There’s a great work wants doing in our tomorrow, 


Fellow Teacher of Speech,—let’s off jacket and together go 
about it.” 
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